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German elections 
Who'll succeed Kohl as 
Europe's figurehead? 
Lionel Barber, Page 12 
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WORL D NEWS 

Yeltsin tightens grip 
on military with 
civilian appointment 
to security council 

Russian president Boris Yaltsln 
shook the country's defence estab- 
■khment by appointing a chHDan as 
secretary of the country’s Influential 
security council The council super- 
vises the defence ministry and over- 
sees the security services. Page 2 

ttrty set for union fight 

The Italian government is preparing 
for a confrontation with the country's 
powerful rail unions after backing 
plans for the dtemtesal of five work- 
ers believed to be guilty of fraud and 
negligence. Page 2 

Section prorates ‘uRreaBstfc’ 

The Federation of Danish industries 
expressed alarm at ‘unrealistic gifts* 
offered by both left and right In the 
run-up to Denmark's parliamentary 
elections. Page 2 

MfiteRuom ‘bomb’ costs rise 

The projected cost of defusing the 
millennium “bomb* In UK govern- 
ment offices has risen 6 percent to 
£393m (5656m) since November. 
Page 10 


Romania looks to budget 

Romania's centrist coalition govern- 
ment. riven by Internal squabbling, 
began dtecusslng a draft 1998 bud- 
get which must win approval to 
secure new International Monetary 
Fund credits. 

Korean cabinet attacked 

The cabinet of new. South Korean 
president Kim Dae-jung was critic- 
ised far being dominated by old 
guard politicians. Page 4 

Hew chief for Guangdong 

Beijing tightened its grip on the pros- 
perous southern pm vinca of Guang- 
dong by appointing a new head of 
die local Communist party. Pegs 6 

Education *taf Is dosing gap 1 

Education is the key to tack&ng the 
widening gap between America's rich 
and poor, according to a controver- 
sial study. Page B 

Regional rigitfs programme 
Thirty-three countries agreed to Join 
Asia's first jaW "programme to pro- . - 
tect and promote human rigttsJthe 
United Nations said. 

Egypt cBspiays tombs 

Egypt opened 10 tombs to the pubHc 
for the first time in the hope of reviv- 
ing its tourist Industry hit by last 
November's massacre at Luxor. 

Rains MB 40 in Pakistan 
Up to 40 people were k#ed when the 
worst rains in 200 years swept 
south-west Pakist an . At least 250 
people were reported missing. 

Quebec liberal cfatef In qntt 

The federalist faction in Quebec is 
looking fore new feeder after Deniel 
Johnson, head of the provincial Lib- 
eral party, said he would make room 
lor someone more Ifoaly to oust the 
province's separatist premier. 

PmgeB 

Opposition fizzles oat 
A group opposed to the construction 
of a high-epeed raS fine from Ham- 
bug to Botin was dissolved after 
falKng to reach Its target of 80,000 
objectors. 

Srtdtare ignorant of past* 

Germany's mffltary ombudsman 
btamed a trig rise In rightwing 
wdromism In the armed forces on 
Mixes In pofltical history teaching. 

Pane 3 


Crowned at palace 
A man suffered sBght head wounds 
when a piaster moulding fafl from the 
MWrorocrilingetBucldnghamPal- 

tc& in London after Queen EBzabeth 
had presented Ws father wWi at 
honour. 
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Car retailing 
Major overhaul ahead 
for the dealers 
Page 13 


Information Technology 

Multi-billion dollar deals 
rebuild industry landscape 

Separate section 


BUSINE SS NEWS 

Texas Utilities tops 
PacifiCorp’s bid for 
Energy Group with 
$7.3bn cash offer 

Texas Utilities lifted its cash bid fee 
Energy Group to £4.45bn ($7.32bn), 
the third offer made for the UK’s 
largest electricity supplier In 24 
hours. Texas is bidding S40p tor 
each Energy share, topping the 820p 
offer made by PaciflCorp, a rival US 
utiHty, on Monday night. Page 15; 

No ticket home for Texas and 
Comment Page 20 

Volkswagen, Europe's biggest 

carmaker, confirmed plans to chal- 
lenge the primacy of Mercedes-Benz 
in luxury vehicles with at least two 
high-powered models. Page 15; Car- 
makers v dealers. Page 13; Geneva 
Motor Show, Page 18 

Soc&tt Gfei&ate of Fiance is to buy 
a majority stake In Asia Cradt, a 
leaefing Tha/ finance and secifffttes 
company. Page 19 

TeteKnica, the Spanish telecoms 
group, is set to raise its total annual 
dividend from PtaB9 to Ptal02 a 
share and seek shareholders' author- 
isation for a capital increase worth 
up to Pta640bn (S4.15 bn). Page IS 

Aga, Sweetish industrial gases group, 
Is to cut 1,300 jobs over the next two 
years. Page 16 

GAnfrala de Banque, Belgium’s 
hugest bank, is considering a link-up 
with Fbrtte, the Belgo-Dutch financial 
services group. Page 16 

Dnstfenr KUMvort Benson has 
been Egapointed by Russia to assess 
the value of Rosneft, the largest Rvs- 
sian ofl company stiB to be priva- 
tised. Page 16 

Amyfbl, US biotechnology company, 
saw its shares tumble after Johnson 
& Johnson basked out of a partner- 
ship agreement On Nasdaq AmyGn’s 
stock was quoted at midday at S2R, ! 
down some 45 per cent from Mon- j 
day's dosing price of $5£. Page 15 j 

j Font b to spin off its 80.7 per cent ! 
interest In Associates First Capital 
Ccrp to shareholder, and make a 
53.1 bn cash efistribution to employ- 
ees. Page is 

Andersen Constritfog reported IB 97 
revenues up 29 per cent to S6.6bn, 
the fourth consecutive year of growth 
I above 20 percent Page 17 

Marcos Cable. one of the largest US 
private cable television companies, is 
expected to be sokJ in a deal which 
could raise S3bn. Page 18 

Asia's Imports are falling sharply as 
: a result of the region's economic cri- 
ses and the pace of the decline has 
accelerated, according to economists 
and shipping companies. Page 14; 
Lend of the rising dragon. Page 12 

United Conmnuticaflons, the Thai 
telecoms company, revealed losses 
of Bt17.7bn (S40em) in 1997, com- 
pered with a profit of Bt2.4bn in 
1996. Page 19 

AD Wppon Airways, Japan’s largest 
domestic carrier, and Japan Air Sys- 
tem, a smaller domestic airline, are 
dose to agreeing international code- 
sharing deals, following last week's 
tie-up between Japan Airlines and 
American Airlines. Pago 8 

Land & Houses. Thailand's biggest 
home bidder, incurred a net loss of 
Bte.53bn (Si 50m) In 1997-. compared 
wfth a profit of BM.78bn the year 
before. Page 19 

WoridEqaity Harfcets 
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India’s BJP claims 
mandate to govern 

Hindu nationalist party and regional allies expect to win 
245 seats to become largest grouping after election 

By Mark Mchotson In New Demi ministerial candidate, said the Both, the main parties salt 


India's Hindu nationalist 
Bharatiya Janata party yesterday 
claimed it had a mandate to form 
a government after its coalition 
of regional allies emerged as the 
largest single grouping from the 
country’s general election. 

But the BJP and its II allies 
are still at least 20 seats short of 
a governing majority In the 543- 
seat parliament 

This means the formation of 
India's next government depends 
on the outcome of a battle 
between the BJP and its main 
rival, the Congress party, to 
court smaller parties and inde- 
pendent MPs in the next few 
days. 

Any resulting coalition looks 
likely to hold only a slim major- 
ity, which analysts said offered 
poor prospects for stability and 
reduced the likelihood of the next 
administration surviving a frill 
five-year term. 

Bombay’s BSE 30 index of lead- 
ing stocks fell 126 to 3,646 as 
speculators predicted a period of 
uncertainty and political horse- 
trading. 

The BJP, which is accused by 
opponents of being religiously 
divisive, looks set to emerge as 
the biggest single party. Atal 
Behari Vajpayee, the BJP’s prime 


ministerial candidate, said the 
party and its allies - expected to 
win 245 seats - should now be 
invited to form a government of 
“broad national consensus”. 

Congress, once India's domi- 
nant party, and Its allies look 
poised to win 166 seats, an 
improvement on their historic 
poor showing in the 1996 elec- 


State of the parties 

Party 

Seats 

BJP and aUfee 

245 

Congress and attes 

160 

United Front 

96 

IndepandenVothers 

20 


872 8880 m needed for a mgfority 

tions. The increase was largely 
attributed to energetic rampaign. 
mg by Sonia Gandhi, widow of 
former Congress leader Rejiv. 

Congress said the BJFs failure 
to win an outright majority 
showed there was a “mandate” 
against the Hindu nationalists. It 
would try to thwart BJP ambi- 
tions by rallying support from 
the United Front, the 14-party 
coalition that formed the out- 
going government, to make a 
competing claim to govern the 
world's largest democracy. 


Both the reqiw parties they 
had begun talks to secure the 
support of regional parties. The 
regional parties' success in the 
election has underlined their 
emergence as a decisive force In 
national politics. 

The UF, meanwhile, was poised 
to secure 98 seats, having lost 
significantly both to Congress 
and to the BJP'b resurgent 
regional allies in an election 
notable for voting against incum- 
bent politicians and parties. 

Congress's hopes of blocking 
the BJP now rest on securing the 
support of all the UF*s constitu- 
ent parties. This is for from cer- 
tain given bitterness between 
Congress and components of the 
UF, winch Congress toppled from 
government late last year to 
force the current elections. 

2UE. Narayanan, the president, 
is expected to wait for the out- 
come of the two main parties' 
attempts to secure backing before 
deciding whether to invite the 
BJP and allies or Congress to 
form the next government. He 
has indicated his decision would 
be based on which formation 
appeared most likely to provide a 
durable administration. 

BJP leaders claimed Air Naray- 
anan would have little choice but 
to invite its alliance - which was 
buoyed by unexpectedly strong 



Hands om Victorious BJP candidate Marian Lai Khurana is greeted 
by supporters outside his headquarters in New Delhi. He was one of 
she BJP candidates to win seats in the city. Picture: AP 


showings by its allies in Tamil 
Nadu, Karnataka and West Ben- 
gal states - to try to form an 
administration. 

The BJP also claimed its alli- 
ance would muster the additional 
support to reach a governing 
majority. "There are certain 
parties and persons who do not 


want to back Congress," said 
Venkaiah Naidu, BJP spokesman. 
"We are confident the support 
will come in." 

Asia news, Page 8 
Editorial Comment, Page 13 
Observer, Page 13 
Lex, Page 14 


BALKAN ETHNIC TENSION TENS OF THOUSANDS OF MOSLEMS MOURN VILLAGERS BEATEN AND SHOT AS 'SEPARATIST GUERRILLAS* 




Albanians bury 24 shot by Kosovo’s Serb police 


By Gny Dfemore in Ukosane, Serbia 


Tens of thousands of ethnic 
Albanians, in an outpouring of 
opposition to Serbian rule over 
the province of Kosovo, gathers 
yesterday to bury 24 villagers 
killed by police. 

The new violence in Kosovo, 
the worst single outbreak since 
the second world war, has raised 
the threat of a broader conflict in 
the southern Balkans and placed 
the government of Slobodan Mil- 
osevic, Yugoslav president, under 
threat of further international 
sanctions. 

Among the victims were 11 
men who, according to survivors, 
were dragged from their homes 


last Saturday, beaten, then shot 
in cold blood in retaliation for 
attacks by separatist rebels. 

Garber yesterday the Serbian 
authorities had releas ed the bod- 
ies of 14 men - 10 of them from 
the same family - from the 
morgue in Pristina, capital of the 
province. On the way to the 
funeral, the simple cortege of a 
truck and a jeep was stopped at a 
police roadblock and diverted 
into a long detour over muddy 
tracks to its eventual destination. 

Some 50.000 Albanians, mostly 
Moslems, sat patiently on a bill- 
top near the village of Likosane 
awaiting their arrival. The 
corpses of a woman and nine 
other men, draped in Albanian 


national flags, lay ready for 
burial as Islamic imams com- 
pleted final ceremonies. 

Mirsiye Ahmeti. 16, said she 
was at home on Saturday when 
an armoured personnel carrier 
burst through the gates of the 
family compound. 

She said Serbian police dragged 
everyone into the courtyard and 
forced the women and children to 
lie on the ground while the men, 
aged from 16 to 50, wore beaten 
unconscious. 

"After that, the police broke 
into the house and searched for 
weapons, but found nothing,” she 
said. “They farced the men tart of 
the courtyard. Then I heard 
machine-guns and screams." 


When the women emerged the 
next day, she said, the bodies 
■were gone. But there were seven 
or eight large patches of con- 
gealed blood, and human frag- 
ments in a semi-circle. 

The official death toll from last 
weekend's violence stands at four 
Serbian policemen and 16 Alba- 
nians. The authorities said all 16 
were “terrorists" of the Kosovo 
Liberation Army, a guerrilla 
group fighting for an indepen- 
dent Kosovo, where Albanians 
make up 90 per cent of the popu- 
lation of two million. 

Albanian officials say 25 villag- 
ers were killed - they have 
pampd all but three - and that 
two other men are missing. The 


women of the Ahmeti dan insist 
all their man were unarmed 
farmers. They said the father, 
Ahmet Ahmeti, came out of his 
house with his hands up. 

The violence has wrecked the 
slow progress that western medi- 
ators believed they had achieved 
in Kosova 

The killings have also further 
undermined the position of Ibra- 
him Rugova, who was elected 
president of a self-declared 
Republic of Kosovo in 1992. He 
has since pursued a policy of 
non-mnfrontation while building 
up the institutions of a parallel 
but unrecognised state. 

Atom beSs sound, Page 2 


De Beers hopes small 
print will give an edge 
in diamond market 


By Susanna Voyle in London 

De Beers, the South African 
group that dominates the world’s 
diamond business, plans to 
inscribe its name in tiny letters 
on each gam it produces to bol- 
ster consumer confidence at a 
Hmp of less than sparkling sales. 

The inscription will be invisi- 
ble to the naked eye, but will be 
legible, even in set jewellery, 
through a microscope. 

"We believe there is a certain 
anxiety in buying such an expen- 
sive product which you know 
little about” said Nicky Oppen- 
heimer. De Beers chairman. “The 
De Beers name will give a sense 
of confidence to the buyer ” 

The company - which has suf- 
fered a big sales drop in the 
Asian economic crisis and faces 
increasing competition from rival 
producers - has developed tech- 
nology for inscribing the gems. 
Bach one will also carry an iden- 
tification number. 

De Beers is patenting the tech- 
nology along with a special 
device for reading the brand 
which it will supply to retailers. 
Consumer tests will be carried 
out through a jeweller In Man- 
chester. 

Analysts welcomed the inscrip- 
tion move. “Tins is an attempt to 
attach a value to tbe brand." said 
one. "It could put other produc- 
ers under some pressure." 

De Beers yesterday reported a 


9 per cent fall in 1997 net earn- 
ings to $l-2bn after sales mea- 
sured by diamond value fell by 19 
per cent In Japan and by 18 per 
cent in the rest of the Asia 
Pacific region. 

Gary Ralfe, managing director, 
said the last five diamond ' 
“sights" - or sales to the trade by 
the group's central selling organi- 
sation - had been cut back. 

The next two sights, at least, 
would be “severely" smaller than 
in the equivalent months last 
year. 

“The level of confidence in the 
trade has fallen extremely 
sharply since the autumn," be 
said. “With the market so 
gloomy, this is the only policy we 
could possibly adopt" 

Mr Oppenheimer said that if 
the dismal outlook continued no 
measure could be ruled out, 
including the possibility of cut* 
ting mine production. 

The North American market I 
was the only real growth area, i 
with sales up 10 per cent in dollar 
terms. "The US is the only show 
in town," he said. 

Mr Oppenheimer said talks 
with BHP of Australia over its 
plans to mine diamonds were 
continuing. 

BHP and Rio Tinto, the world’s 
biggest mining group, plan to 
mine diamonds in Canada's 
Northwest Territories. 

Results, Page 17 
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Alarm bells sound over Kosovo S? 


By Antbooy Robinson, 

East Europe Editor 

The eruption of violence in 
Kosovo, Southern Serbia, 
has alarmed policy makers 
who have long been kept 
awake by the nightmare of a 
Balkan conflagration which 
could drag in both Greece 
and Turkey. 

Now, with blood shed and 
thousands of angry mourn- 
ers in the streets, the imme- 
diate question is whether it 
is still possible to stop a 
vicious circle of death and 
repression spir alling further 
out of control. 

It will not be easy because 
the non-violent Albanian 
Democratic League of Kos- 
ovo headed by Ibrahim 
Rugova has lost ground to 
supporters of the Kosovo 
Liberation Army. 

Mr Rugova created a vir- 
tual parallel ethnic Albanian 
state after Slobodan Milos- 
evic. the Serbian leader, 
abolished the autonomous 
status of the 90 per cent 
Albanian-populated province 
of Serbia in 1989. 

But failure to obtain a 
return to autonomous sta- 
tus, and continuing poverty 
and oppression, opened a 
space for those prepared to 
meet force with force and 
push the remaining Serbs 
from their homeland. 

Last month. Robert Gel- 
bard. the US Balkan envoy, 
appealed to both sides in the 
province and to the Serb 
authorities in Belgrade to 
keep calm and do no thing to 
inflame rising passions. 

Washington and EU capi- 


Danish 
parties 
accused 
of false 
promises 

By ffilary Barnes in Copenhagen 

Business groups have 
expressed concern at prom- 
ises from both left and right 
in the run-up to Denmark's 
parliamentary elections on 
March 11. 

Ib Christensen, chairman 
of the Federation, of Danish 
industries, expressed alarm 
at the ‘‘unrealistic gifts” 
offered by both left and right 
on a scale rarely seen in an 
election campaign. 

The ruling Social Demo- 
crats, the largest single 
party in the governing 
minority coalition, are offer- 
ing to give every wage- 
earner a legal right to two 
weeks paid time off from 
work to upgrade vocational 
skills. 

The more rightwing Lib- 
eral and Conservative par- 
ties are promising a substan- 
tial tax cut for home-owners. 

Poul Nyrup Rasmussen, 
prime minister, said the 
Social Democrats would seek 
to discredit the opposition 
for allegedly lavish promises 
to cut taxes, while promising 
that his government would 
use money “thoughtfully 
and intelligently” to improve 
the welfare state. 

Opinion polls over the past 
10 days have consistently 
shown a majority for the 
centre-right parties. How- 
ever. the outcome could 
depend on whether the 
Christian Peoples* party, 
which failed to gain re-elec- 
tion in 1994, wins the 2 per 
cent of the votes required for 
representation which would 
give the party, which sup- 
ports the centre-right, 
enough to tip the balance in 
a 9-party parliament. 
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tals will continue to pile dip- 
lomatic pressure on Belgrade 
and Kosovar leaders to facili- 
tate a “realistic” dialogue. 
This would require Belgrade 
to drop resistance to a resto- 
ration of autonomy and rec- 
ognition by ethnic Albanian 
Kosovars that independence 
was not an option. 

The Balkans are simply 
too small and too poor to 
accommodate all the historic 
dreams of independence and 
restored greatness har- 
boured by the region's politi- 
cians and nationalities. The 
rapid population growth of 
ethnic Albanians has further 
complicated the issue. 

A land-locked, pover- 
ty-stricken Kosovo would 
have little chance of survival 
as a viable state for its 2m 
inhabitants but could 
encourage similar separatist 
passions in neighbouring 
Macedonia, where one third 
of the population are ethnic 
Albanians living mainly in 
the fertile west of the coun- 
try bordering Albania. 

Any attempt at separatism 
in Macedonia would risk a 
violent response by the gov- 
ernment in Skopje, the Mac- 
edonian capital, where eth- 
nic Albanians are 
represented in tbe Slav- 
dominated coalition govern- 
ment. 

Worse, independence 
would lead to probably irre- 
sistible pressure for closer 
relations with Albania and 
the de facto creation of a 
greater Albania. This would 
transform the fragile balance 
of power in the region. 

Fortunately, all this is well 


understood by governments 
and peoples still shocked by 
the bloody dissolution of 
Yugoslavia and aware that 
last year's upheaval in 
Albania flooded the area 
with cheap weapons. 

Macedonia's president, 
Kiro Gligorov, has been try- 
ing for months to persuade 
the United Nations to 
rescind plans to withdraw 
the reduced UNPREDEP 
force which patrols the dis- 
puted border between Serbia 
and Macedonia. 

Bulgaria and Greece, 
which both have historical 
claims on Macedonia which 
could theoretically be exer- 
cised if Macedonia were to 
split along ethnic lines, have 
also taken much more 
responsible positions. 

Greece has removed the 
trade embargo It imposed in 
protest against the former 
Yugoslav republic's use of 
the name Macedonia. 

Bulgaria's is the classic 
case of a country whose for- 
eign policy now reflects a 
genuinely reformist govern- 
ment anxious to secure 
future membership of both 
the EU and Nato by domes- 
tic reform and international 
co-operation. 

But Serbia, doomed to con- 
tinuing US-sponsored inter- 
national financial san c tions 

to enforce compliance with 
the Dayton peace accords for 
Bosnia, Is still isolated and 
under the control of Slobo- 
dan Milosevic. 

Mr Milosevic faces yet 
another test of survival, but 
also another opportunity to 
gain leverage on an interna- 
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Cook to deliver European message 

of disapproval to Milosevic 


Robin Cook, foreign secretary of 
Britain, which holds the 
European Union presidency, 
hopes to deliver a message of 
European disapproval over the 
events in Kosovo to President 
Slobodan Milosevic tomorrow, 
David Buchan reports from 
London. 

Mr Cook plans to extend his 
visit today to Bosnia by going 
on to the Serbian capital, where 
he hopes to meet both Mr 


tional community anxious to 
avoid the spread of conflict 
across the region. 

“Like Israel with the Pal- 
estinians, he has no room for 
manoeuvre and could face 


Milosevic and representatives of 
Albanian Kosovars. Speaking for 
the EU. he will urge restraint on 
both sides, but make dear that 
only by restoring autonomy to 
Kosovo can Mr Milosevic 
defuse the crisis. 

Meanwhile in Brussels, a 
trade mission from the rump 
Yugoslavia, which includes 
Serbia, was told that business 
as usual was Impossible with 
Kosovo in crisis. 


an unsolvable. intifada - type 
insurrection which will 
drain the economy and keep 
him isolated.” said Jonathon 
Eyal, at London's Royal 
United Services Institute. 


Moscow tightens grip on military 


By John Tbnmhlf in Moscow 

Boris Yeltsin. Russia's 
president, yesterday shook 
up the country’s defence 
establishment and gave addi- 
tional impetus to military 
reform when be appointed a 
civilian as secretary of the 
country's influential security 
council. 

The council not only 
supervises the defence min- 
istry but also oversees the 
security services. 

Military observers said the 
elevation of Andrei Koko- 
sbin, an academic, was 


likely to strengthen civilian 
control over the military, 
which lias been a law unto 
itself during much of Mr 
Yeltsin’s administration. 

At present, the Soviet- 
minded Red Army is exper- 
iencing an acute crisis of 
management and morale. 

In his previous post as sec- 
retary of tbe Kremlin's advi- 
sory defence council, Mr 
Kokoshin was a leading 
architect of Russia's military 
reforms, designed to turn the 
country’s cumbersome, con- 
script army into a profes- 
sional, mobile fighting force. 


The defence ministry has 
already started cutting the 
size of the armed forces and 
introducing stricter budget- 
ary controls. 

Mr Yeltsin also announced 
yesterday that he was beef- 
ing up Mr Kokoshin's new 
responsibilities by merging 
the security council with the 
defence council and the mili- 
tary inspectorate. 

Sexgei Yastrzhembsky. the 
presidential press spokes- 
man, said the move was 
"directed at more closely 
co-or dinating the efforts in 
reforming the whole defence 


and security system”. 

According to the military 
analyst, Mr Kokoshin will 
now become the "referee” 
between Russia's competing 
power ministries. 

Mr Kokoshin. 52. worked 
for IS years as an analyst at 
the prestigious USA and 
Canada Institute. 

He replaces Ivan Rybkin. 
the mild-mannered former 
parliamentary speaker, who 
has been appointed deputy 
prime minister in charge of 
relations with other Com- 
monwealth of Independent 
States countries. 


Prodi squares up for rail union fight 


By James B&tz in Borne 

The Italian government is 
bracing itself for a head-on 
confrontation with the coun- 
try's powerful rail unions 
after backing plans for the 
dismissal of five workers 
believed to be guilty of fraud 
and negligence. 

In a si g n that the adminis- 
tration of Romano Prodi is 
preparing to face down one 
of the most powerful groups 
of unions in the country, tbe 
managers of the state-owned 
railway network - the FS - 


have rejected calls for the 
employees to be temporarily 
suspended. 

The management of the FS 
made a rare move earlier 
this week when it decided to 
sack the workers, three of 
whom are accused of com- 
mitting operational errors on 
the line. The other two 
employees, who worked in 
ticket offices, are accused of 
fraud. The rail unions have 
responded by announcing 
two strikes this month, the 
second of which, on March 
13, will last virtually the 


whole day and close the 
entire network. 

The unions argue the sack- 
ings are unacceptable 
because the errors commit- 
ted by their members may 
have been due to the poor 
railway infrastructure and 
because management has 
not set out clear guidelines 
on workplace behaviour. 

The dispute is seen as a 
critical test of strength 
between a government that 
urgently needs to reform tbe 
rail service and trade unions 
that want to preserve power- 


ful privileges. 

Twelve months ago. Mr 
Prodi personally drew up a 
plan for a complete overhaul 
of the rail network, splitting 
it into separate operating 
units to create greater effi- 
ciency. The plan was 
scrapped the instant rail 
unions threatened to strike. 

One year on, Mr Prodi ’s 
success in taking Italy 
towards membership of a 
single currency has 
strengthened him politically. 
Meanwhile, the need to 
reform what is arguably the 


most inefficient rail service 
in Europe has intensified. 

The FS's losses in 1997 
were L4,859bn ($2.7bn) - 
around 0.2 per cent of GDP - 
figures that recently led 
European Union finance 
ministers to warn that 
reform of this sector was 
“one of the major chal- 
lenges" facing Italy. 

Taking on the rail uninns 
will not be easy, bowever. 
Some 76 per cent of railway 
staff are union members, 
making it the most heavily 
unionised workforce in Italy. 


Berlin leads way 
in battle on 
state spending 

The city's problems could contribute to 
opening up protected industries to foreign 
Investors, writes Frederick Studemann 


T he idea that Berlin 
might be considered a 
model among German 
cities is not a common 6ne. 
The country's capital is a 
tangle of construction pro- 
jects, its political system 
blighted by parochial influ- 
ence peddling and its 
finances in a dire state. 

It is these conditions how- 
ever, that have concentrated 
legislators' minds and pro- 
moted policies that could 
make Berlin a pioneer 
among German cities and 
contribute towards the open- 
ing of some of the country's 
most closely-protected indus- 
tries to foreign investors. 

The most recent indication 
of this was the sale last 
month of the city’s 5L2 per 
cent stake in Gasag, a gas 
distribution company, to a 
group of private investors 
led by Gaz de France. The 
DM1.4bn (*780m) sale was 
the first significant case of a 
foreign group breaking in to 
Germany's tightly controlled 
gas distribution market 
As such, It Is seen by 
industry observers as the 
start of a trend towards the 
opening up of the sector. 
Other cities have done or are 


contemplating similar 
moves, but none has gone as 
far as Berlin. 

“The debate over reform of 
city and state spending 
going on across Germany 
has been pursued here with 
greater intensity because of 
oar financial situation," says 
Annette Fugmann-Heestng. 
Berlin's finance senator and 
the driving force behind the 
privatisation programme. 

Franz Etz from Merrill 
Lynch, which advised Berlin 
on the Gasag sale, says inter- 
national interest in the Ger- 
man energy market Is high. 
"A lot of international com- 
panies are keen to get in, but 
there is a lack of opportu- 
nity." he says. 

The German market Is not 
only a large one, but expen- 
sive for customers. Gas 
prices in Berlin, for instance, 
are on average roughly dou- 
ble those in Europe's cheap- 
est markets, in the Nordic 
countries and the UK. 

But foreign investment 
does not automatically mean 
cheaper prices. “The impor- 
tant thing is to give control 
to a commercially-driven 
investor, not so much 
whether it is foreign or not," 
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says Mr Etz. 

But in a market dominated 
on the supply side by one 
company, Ruhrgas. and at 
the distribution end by a 
series of local monopolies, 
many publicly owned, the 
incentive to cut costs and 
prices to win market share is 
likely to be greater for a 
newcomer. 

Other examples of Berlin's 
pioneering work in this area 
include the disposal last year 
of a majority stake in 
Bewag, an electricity utility, 
for DMSbn to a group under 
the management control of 
Southern Energy of the US. 

The complete privatisation 
of the city's airport author- 
ity is at the short-list stage. 
Soon, Berlin hopes to privat- 
ise management of the city- 
owned water company and 
dispose of some of its exten- 
sive real estate holdings. 

Ms Fugmann-Heesing, a 


Social Democrat brought in 
from Hesse, has set herself 
the goal of cutting Berlin’s 
ballooning budget deficit 
and bringing order to the 
city's finances. The deficit 
has risen dramatically since 
German unification in 1990 
as expenditure bas grown, 
income has fallen and fed- 
eral subsidies to the city 
have been cut 

In 1990. the deficit was 
DMLSbn. By 1996, it was 
DMt0.4bn. Ms Fugmann- 
Heesing's efforts are 
reflected in a foil in the defi- 
cit last year to DM3.06bn; the 
forecast for this year is 
DMLSbn. 

The old remedy, favoured 
by many of her critics, of 
appealing to the federal gov- 
ernment for financial help is 
no longer an option in times 
of national belt-tightening. 
Instead, the finance senator 
has had to pursue policies 


which until recently were 
unthinkable in Berlin, a city 
with, traditionally, a big 
public sector. 

Ms Fugmann-Heeslng's 
policies have had the effect 
of casting a Social Democrat 
in a light typically reserved 
for conservatives. 

This irony has not been 
lost on her chief critic. Klaus 
Landowsby. head of the 
Christian Democrat's parlia- 
mentary party faction in 
Berlin, who claims to be 
more of a social democrat 
than the finance senator. 

In the past, Mr Lan- 
dowsky, whose party heads a 
“grand coalition" with the 
SPD, has criticised the sale 
of city assets to foreign 
investors, saying he did not 
want to see the fate of jobs 
in Berlin decided abroad, 
where the emphasis might 
be more on profits than the 
local employment market. 
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kickstarts 
sell-offs 
with 55% 
bank deal 


By Kevin Done, East Europe 
Correspondent 

A consortium led by Erste 
Bank, the second largest 
Austrian bank, is close to 
finalising a deal to acquire a 
55 per cent stake in Stopan- 
ska Banka, the largest bank 
in Macedonia. The $20m deal 
is the biggest foreign direct 
Investment in the former 
Yugoslavia Republic since it 
gained independence In 
1991. 

The Austrian bank is plan- 
ning to acquire a stake of 25 
per cent of Stopanska Ranka 
for around $9m. Tbe Interna- 
tional Finance Corporation, 
tbe private sector funding 
arm of the World Bank, and 
the European Bank for 
Reconstruction and Develop- 
ment are each investing 
around S5.4m for stakes of 15 
per cent. 

Macedonia, landlocked in 
the heart of the southern 
Balkans and dogged since 
independence by difficult 
relations with tbe neigh- , 
bouring states of Serbia. Bul- 
garia, Greece and Albania. | 
has lagged behind all other i 
countries in former commu- 
nist central Europe In 
attracting foreign invest- 
ment. 

The EFC board approved 
the transaction late last 
week and tbe board of the 
EBRD is expected to give its 
backing shortly. For Erste 
Bank, the move into Stopan- 
ska Banka, which controls 
between 40 and 45 per cent 
of the banking sector in Mac- 
edonia. is part of plans for 
an expansion in east Europe. 

Loy Pires. a senior invest- 
ment officer at the IFC, said 
the deal should be signed 
towards tbe end of next 
month, subject to completion 
of last year's financial audit. 

The Macedonian govern- 
ment. led by Prime Minis ter 
Branko Crvenkovski’s for- 
mer communist Social Dem- 
ocratic Alliance, is anxious 
to achieve some flagship pri- 
vatisations backed by for- 
eign strategic investors 
ahead of the general election 
next autumn. 


RUSSIAN POLITICS 


Kremlin hopes budget 
battle is nearing end 

The Russian parliament is scheduled to hold what the __ 
Kremlin hopes will be the final debate about the draff 1998 
budget today. The debate could possibly end an agonis- 
ingly long budget process. ■ it 111 ii 

Parliament has demanded that the cabinet attend the 
session and President Boris Yeltsin has threatened to veto 
the budget if it is too extravagant. 

The aftershocks of the Asian crisis have increased the 
Russian government's cost of borrowing and damped the 
prospects for economic growth, causing the cabinet last 
month to fail for a sharp cut in planned spending. 

Legislators, who had already been massaged late last 
year into granting preliminary approval to a more expan- 
sive budget, punished the government last mo nth b y 
rejecting the budget and the proposed cuts. Chrystia 
Freeland, Moscow 

ITALIAN POLITICS 

Minister urges aid for south 

Pressure on the Italian government to step up fin a n cial aid 
to the impoverished south of the country intensified yes- 
terday when Giorgio Napolitano, the interior minis ter, 
warned too little attention was being paid to the region. 

Mr Napolitano, one o£ the leading figures in the Party of 
the Democratic Left (PDS). said the 1999 budget should 
reflect “clear choices" relating to the south's development. 

In an interview with the dally Corriere della Sera he 
insisted that the government's outline programme for the 
budget should contain "a response to the tensions that are 
developing in Naples and elsewhere and should not avoid 
the need to set priorities." 

Mr Napoli tano's intervention reflects the growing view 
among centre-left politicians that the government must 
turn its attention to tackling the unemployment problem 
in the south, which has a jobless level of around 20 per 
cent James Blitz, Rome 


FRENCH INVESTMENT 

EdF presses on in Asia 

EdF. the state-owned French electricity company, will 
press ahead with its international investment plan, averag- 
ing an annual FFr4 bn <$660mjup to the year 2000,000 
despite the Asian crisis. In 1997 overall investment dropped 
to FFr29bn from, FFr36bn. But Edmond Alphandery. EdF 
chairman, said yesterday the company would continue to 
concentrate on opportunities in Europe but also Latin 
America and the Asian market 
In Asia. EdF has focused on C hina and Mr Alphandery 
said its two Chinese projects were unaffected. He said 
there were opportunities created by the Asian turmoil and 
added EdF was looking carefully at India. To date EdF's 
foreign investment pledges total FFrl3.5bn_ 

EdF’s 1997 results showed a FFr4.1bn net profit with 
restructured accounts that incorporated the company's 
national grid For the first time, the company paid taxes, 
totalling FFr3-5bn, Receipts fell 2.4 per cent to FFrl86-5bn 
because of tariff cuts and slack electricity demand. Debt 
service declined as net debt fell to FFrl25bn from 
FFrl35bn, thanks in part to refinancing operations. Robert 
Graham, Paris 


SLOVAK POLITICS 


Opposition presses referendum 

Leaders of the opposition Slovak Democratic Coalition yes- 
terday reacted to cancellation of a planned referendum on 
Nato membership and direct presidential elections by the 
prime minister. Vladimir Meciar, with a promise to set up 
a new referendum cam p ai g n 

“We will use the new campaign to mobilise political sup- 
port for the coalition in the run up to elections later this 
year." Jan Carnogursky, chairman of the Christian Demo- 
cratic party and Eduard Kukan, head of the Slovak foreign 
affairs committee said in an interview in London. 

Cancellation of the referendum was Mr Mecdar's first 
move since taking over as acting president after using his 
party’s blocking votes in parliament to prevent the election 
of a successor to Michal Kovac. It was swiftly followed by a 
decision to recall 28 Slovak ambassadors to Bratislava and 
grant amnesty to several unspecified categories of prison- 
ers. 

Opposition leaders believe that Mr Meciar. who Is tempo- 
rarily both head of government and acting head of state, 
wifi use his consolidated powers to try and stem a steep 
decline in public support Anthony Robinson, London and 
Robert Anderson, Bratislava 


FINNISH BUDGET 


Government plans for surplus 

The Finnish government yesterday unveiled a budget 
framework designed to ensure that the country not only 
meets but m aintai n s the entry criteria for European eco- 
nomic and monetary union. 

Announcing total government spending of FM190.6bn 
(S34.6bn) lor 1999. the finance ministry said the annual 
state budget would be capped at FMISObn up to 2003. 

For next year the ministry has forecast a surplus in pub- 
lic sector finances equivalent to 1 per cent of gross domes- 
tic product - compared with this year's expected surplus of 
0.6 per cent. 

At the same time, the budget deficit is expected to fall 
from FMlSbn this year to FMlObn in 1999. when Finland 
assumes the presidency of the European Union. 

The improving outlook has been helped by a surplus in 
social security funds and the coalition government’s com- 
mitment to tight fiscal policy. 

Last year, Finland's debt-to-GDP ratio fell from 57.6 per 
cent to 55.8 per cent, compared with the EMU threshold of 
60 per cent Tim Burt Stockholm 
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SIMPURED RUNG ALLOWED 

EU to ease 

regulations 

on mergers 


By Emma Tucker to Brussels 

Chanj^s to European Union 
antitrust rules designed to 
ease the regulatory burden 
on merging companies rany > 
into force this week. 

The amendments intro- 
duce a new set of turnover 
thresholds which will reduce 
the number of times compa- 
nies have to file details of 
the same merger to different 
national authorities. Under 
the new systems, companies 
will be allowed to go straight 
to the European Commission 
in Brussels for centralised 
clearance. 

The new rules will also 
extend the scope of the 
merger regulation to cover 
certain types of joint venture 
that are not subject to 
legally binding deadlines at 
present. This means that 
companies often have to 
wait several months for reg- 
ulatory clearance from the 
Commission. 



Investigations of such 


deals will now be governed 

srr ‘ * • 

by the same strict deadlines 


that apply to mergers, giving 


the parties involved greater 

. . 

legal certainty. The Commis- 

sion will have one month 

*6^4- • 

either to clear the ventures 


or to extend the investiga- 


tion by a further- four 
months. 


An official said the change 
to the rules recognised the 
fart that companies launch- 
ing joint ventures make big 
investments and therefore 
need legal certainty. 

“Companies have faced 
very long procedures in the 
past," he said. “Deadlines 
acknowledge the important 


investments that companies 
are making." 

However, the new rules 
only apply to joint ventures 
that lead to a new stand- 
alone undertaking, such as 
the Atlas joint venture 
between France Telecom and 
Deutsche Telekom. Forty 
such joint ventures were 
notified to the Commission 
last year. 

The rules will not apply to 
alliances like the proposed 
British Airways/American 
Airlines alliance, which has 
been waiting for clearance 
from the Brussels regulators 
for 28 months. 

The additional thresholds 
will catch merger cases that 
have a significant cross-bor- 
der effect but which, because 
they fall below the current 
thresholds, have to be noti- 
fied to national competition 
authorities In a number of 
member states. 

To qualify for clearance 
from Brussels: 

• The merging companies 
will have to have a com- 
bined aggregate world-wide 
turnover of more than 
Ecu2£bn ($2£bn). 

• In each of at least three 
member-states, the com- 
bined turnover of all the 
companies concerned must 
be more than EculOOm. 

• In each of these three 
member-states, the aggre- 
gate turnover of each of at 
least two of the companies 
concerned must be more 
than Ecu25m. 

• The aggregate EU-wide 
turnover of each of at least 
two of the undertakings con- 
cerned must be more than 
EculOOm. 


Brussels offers 
farmers the 
virtual cow 


By Michael Soaifa and 
Haggis ttiy In Brassefc 


They may seem an illusion 
but their value Is real 
eno u g h. “Virtual cows" are 
b pariin^r for Europe's farms. 

Dairy fanners are con- 
fused - and many angered - 
by the European Commis- 
sion's latest device fix' sub- 
sidising them. Some believe 
they will lose out 

The Commission.- has 
dreamed up the virtual cow 
concept as part of controver- 
sial plans to reform and sim- 
plify the Common Agricul- 
tural Policy. Its blueprint, 
still being finalised, includes 
sharp cuts in guaranteed 
prices for beef, cereals and 
mrtfe Farmers would be com- 
pensated by direct payments 
related to the size of their 
hol din g s or herds. 

But dairy payments would 
be determined by divid ing a 
fanner's quota by. the aver- 
age EU yield of mflk per cow 
to give a “virtual cow" num- 
ber. Each virtual cow would 
attract a payment of at least 
Ecul27 ($141). Their owners 
would thus be paid accord- 
ing to the number of cows 
they would have had if they 
had an average yield rather 
t^ aw the number they actu- 
ally have. 

Farmers in all countries 
believe the payments do not 
compensate fully f° r ^ 
l pssga they will suffer as a 
rKUlt of the price cuts. 

But many in low-yielding 
countries including foetend, 
Portugal, Spain feel they are 
lwng punished more than 
most because of the way the 
virtual cow system would 

calculation method 


militates against Ireland's 
grass-based production sys- 
tem which does not lend 
itself to high par-cow yields," 
says Michael Treacy, Brus- 
sels director of the Irish 
Fanners' Associ ation . “It is 
unacceptable”. The B?A reck- 
ons only 70 per cent of Irish 
cows will receive compensa- 
tion, compared with 116 per 
cent of Dutch cows. 

The Commission argues 
that countries like Sweden 
and the Netherlands with 
high-yielding cows would 
suffer disproportionately 

Dairy farmers are 
confused - and 
many angered - 
by the European 
Commission’s 
latest device 

^wipqs the direct payments 
were made on a virtual cow 
basis. 

“If you have a high yield- 
ing cow, the reduction in 
prices has a lugger impact 
on you, so you need more 
compensation," said one offi- 
cial. “The virtual cow was 
the simplest and fairest solu- 
tion." . 

Farmers are unconvinced. 
Julie Smith, Brussels direc- 
tor of the UK’S National 
Farmers Union, says it 
would have been easier for 
the C ommissi on to compen- 
sate per litre of mi lk . 

“The effect would have 
been the same. Virtual cows 
are anything but simple and 
farmers are struggling to 
work out what they mean.” 


At this rate Emu is a mixed 
blessing for out-of-step Irish 

Revaluation looks unlikely before monetary union with European 
partners at different stage in cycle, writes John Murray Brown 


C harlie McCreevy, the 
Irish finance minister, 
is giving nothing away 
but it looks less and less 
likely that Ireland will 
revalue the punt before join- 
ing the European single cur- 
rency on January L 
For one thing , the markets 
now seem to believe that 
Ireland will enter at its cur- 
rent ‘ mid-rate in the 
Exc ha n ge Rate Mechanism 
of DM2.4L Until recently a 
strong punt pointed to a 
likely revaluation, but the 
Irish currency has weakened 
substantially in recent 
months. A further fall of 
about 2.5 per cent would 
restore it to its ERM mid- 
rate in time to be locked in 
when the euro is launched at 
the beginning of next year. 

If that sounds too comfort- 
able to be a good thin g, it is. 
Economists are calling it 
"Ireland's dilemma": more 
than any other prospective 
member of monetary union, 
Ireland is out of step with 
the rest of the European eco- 


nomic cycle. The economy is 
growing at 6 per cent - 
almost twice its ten-year 
trend level of 5.8 per cent - 
credit growth is at a worry- 
ing 20 per cent and Dublin 
and other big centres con- 
tinue to enjoy a property 
boom. Inflation, say many 
economists, must be just 
around the corner. 

In any other circum- 
stances, the central bank 
governor would be raising 
short-term interest rates to 
take the heat out of the 
economy. Instead, over the 
next year Ireland’s economy 
will undergo the equivalent 
of a massive cut in 
short-term interest rates as 
it swaps the high rate punt 
for a low rate euro. 

The weaker punt would 
mean dearer imports (more 
upward pressure on prices) 
on one band and on the 
other it would boost exports, 
adding to the heat of an 
already hot economy. 

The government argues 
that the recent strength of 


the punt Is explained by its 
being dragged up artificially 
by a strong British pound. If 
it locked in at a higher rate 
by revaluing, Ireland would 
be vulnerable if sterling 
falls, it says. 

Ireland still relies an the 
UK for around 25 per cent of 
its exports, although the pro- 
portion is falling and the 
industries involved - tex- 
tiles. and food processing - 
while labour intensive, are 
not growing as last as the 
technology sector. 

Brendan Walsh, head of 
economics at University Col- 
lege Dublin, says the Irish 
government’s policy of 
apparently avoiding revalua- 
tion “ smacks of the philoso- 
phy of one last devaluation”. 
But exporters and farmers 
anxious to maximise the 
local value of budgetary 
transfers from Brussels will 
certainly be pleased - and 
farmers are an Important 
political constituency. 

In the end by resisting the 
pressure to revalue, says 



McCreevy : pout problem 


Rory Clarke of the Econo- 
mist Intelligence Unit, 
Ireland may have demon- 
strated to the markets and 
its European partners that 
exchange rate policy, while 
affected by sterling's behav- 
iour, is no longer determined 
by what happens in the UK 

The policy has so far 
worked. Inflation remains 
surprisingly subdued - at 1.8 
per cent to the aid of Janu- 
ary - restrained in no small 
part by new retail competi- 
tion with the advent of UK 
stores snch as Tesco and 
Marks and Spencer. 

But the central bank says 
Ireland may well exceed its 
2 JS per cent Inflation target. 
One economist is forecasting 
5 per cent in the next year - 
twice the wage increases 


agreed under Partnership 
2000, the inflation -b listing 
deal between management 
and unions. 

This is sending confusing 
signals as the euro is 
intended to be a low infla- 
tion currency. Paul Sweeney, 
economist at Siptu. the main 
union organisation, says 
there are already pressures 
to renegotiate the wage 
agreement. 

There are also labour con- 
straints adding to the 
upward pressure on infla- 
tion. Only last week it was 
reported that workers were 
being recruited from New 
Zealand. In the information 
technology and construction 
sectors - where Irish work- 
ers are being lured borne 
from the UK - there are 


IBM as 36 37 W 


already constraints. 

Eunan King, economist at 
NCB Stockbrokers in Dublin, 
says monetary policy is 
being conducted “in an Emu- 
induced vacuum”. 

But Alex Garrard, of UBS 
bank in London, says it is no 
longer clear to what extent a 
revaluation would have 
helped on the inflation front, 
as there would still be Infla- 
tionary pressures from the 
demand side. 

He says there is little polit- 
ical incentive to draw atten- 
tion to the possible inflation- 
ary dangers by revaluing, it 
might even be seen in the 
markets as a "desperate 
throw" - reviving unneces- 
sary doubts about Ireland's 
ability to make the transi- 
tion to Emu. 


SPD promises to reform German tax system 


By Peter Nonnan to Boon 

A Social Democrat-led 
government would begin 
reforming Germany’s tax 
system from the start of 1999 
and act immediately to 
employ or educate 100,000 
young jobless. The plan Is 
set out in a draft govern- 
ment programme agreed by 
Gerhard Schroder, the SPD’s 
chancellor candidate, and 


Soldiers 
‘ignorant 
of then- 
history’ 

By ftekrfi Atkins to Bonn 


Oskar Lafontaine, the par- 
ty’s leader. 

The draft, still to be dis- 
cussed with the party’s lead- 
ership, was made available 
in Bonn yesterday in an 
apparent bid to build on the 
momentum created by nam- 
ing Mr Schroder as SPD 
chancellor candidate follow- 
ing his victory in Sunday's 
Lower Saxony election. 

The document put the 


Germany’s military 
ombudsman yesterday 
blamed the quadrupling of 
incidents of rightwing 
extremism in the armed 
forces on failures in the 
teaching of political history. 

Mrs Claire Marienfeld. 
who oversees the welfare of 
Bundeswehr troops, said the 
177 incidents of suspected 
extremism - up from 44 in 
1996 - reflected the “politi- 
cal-moral disorientation of 
these young soldiers". Fail- 
ures in education and lack of 
interest in Germany’s past 
ware “a fertile seed bed for 
creating susceptibility.” 

Her report comes at an 
embarrassing time for 
VoBcer Rdhe, defence minis- 
ter, who appears today 
before a parliamentary com- 
mittee investigating a spate 
of neo-Nazi incidents in the 
armed forces. 

Mr RQhe has faced particu- 
lar criticism after the revela- 
tion that Manfred Boeder, a 
neo-Nazi jailed for terrorist 
activities in the 1930s, had 
given a speech in 1995 to 
young officers at a Bundes- 
wehr academy in Hamburg. 

The German army's heavy 
reliance on conscripts was 
intended to bind the armed 
forces closely into the com- 
munity and avoid the mili- 
tary being seduced by 
extremist farces. 

Support for the principle 
remains strong, and govern- 
ment MPs have dismissed 
the parliam entary inquiry as 
a election stunt by opposi- 
tion parties. 

But Dieter Heistermann, 
Social Democratic deputy 
fhairman of the federal par- 
liament's defence committee, 
said the Bundeswehr faced a 
crisis with "its reputation 
d a ma g ed at home and 
abroad". 
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reduction of unemployment 
"at the centre’’ of SPD poli- 
cies. Melding Mr Lafon- 
taine’s economic ideas and 
Mr SchrGder's plans for 
modernising Germany's 
economy and society, il 
mapped out a mixture of 
supply side and demand 
management policies to 
encourage more growth and 
job creation. 

An SPD government 


would cut statutory non- 
wage labour costs, financing 
the move through a “moder- 
ate” rise in energy taxes. It 
would assist cmaTT and medi- 
um-sized businesses and 
double R&D investment 
within five years. 

The draft promised a step 
by step reduction In Ger- 
many’s bottom income tax 
rate from 2&9 to 15 per cent, 
the rate planned by the gov- 


ernment of Helmut Kohl. 
The top tax rate would be 
cut from 53 to 49 per cent, 
against government plans 
for a 39 per cent top rate. 

The SPD would reinstate 
tax on wealth, abolished 
under the present govern- 
ment. But the tax would 
only apply to large fortunes. 

Children’s allowances 
would rise and the pro- 
gramme to ease youth unem- 


ployment would levy compa- 
nies to finance training if 
they did not provide enough 
apprenticeships. Social secu- 
rity payments would be cut 
for those refusing a reason- 
able job offer. 

' The draft w ill be discussed 
ahead or the SPD’s April 17 
congress in Leipzig, which 
will approve the party’s plat- 
form for the September 27 
general election. 
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Entity: 

UMndVank 
BadervWtFttembera (l-Bank) 

(suing vehicle: 

BwtervWurttemEwg L-Rnance 
N.V. Amsterdam (Nsthertenda) 

Owner: 

State of BadonWurtmnbwg 

Net Income fat 1996: 

□EM 4004 m (+9SW) 

Balance-sheet data 096: 

itaial assets OEM 133 bn 
(t-145% In comparison ttlWSj 
Common court*: 

DEM 4.18 bn (+1QJ5%) 

Loans: DEM B95 bn (+20.1 %) 

Issuing VObniHW 

1993: DEM IS M bn 

1994: DEM 247 bn 

1995: DEM IBS bn 

1996- DEM 193 bn 


Inventive by nature, the people of 
Baden-WGrttemberg, Germany’s south- 
western state, have never been short 
of bright ideas. Knowing how time 
flies, they came up with the cuckoo 
dock, first created and crafted here in 
the Blade Forest. As the state develop- 
ment agency of Baden-WQrttemberg, 
L-Bank has been able to build on this 
ingenious inheritance, establishing a 
reputation for superior timing that has 
rung out across international traefing 
floors from London to Tokyo. 
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Truth to teil, at our Karlsruhe head 
office we don't rely aH that heavily 
on cuckoo docks. It is more our fan- 
sighted focus on the future that has 
brought us that special ability to pre- 
cfict global market trends - helping 
us time our issues to perfection. Then 
there is the amount of time we spend 
listening to investors’ needs: that’s 
what keeps l^Bank and its products 
firmly in tune with the times. L-Bank, 
Schtossplatz 10712, D-76113 Karlsruhe, 
Germany. TeL +49721 1 5018 07. 


L-BANK 

Landeskreditbank Baden-WGrttembefg 
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WORLD TRADE 


EU seeks to redefine US trade ties 


By nett BsckJey bi Brussels 


European Commissioners 
today hold their first discus- 
sion on proposals for talks 
on a "New Transatlantic 
Marketplace" to redefine 
European Union-US trading 
relations. 

Brussels officials suggest 
the plans, Including a free 
trade area in services and 
efforts to phase out indus- 
trial tariffs by 2010. could 
provide the biggest boost to 
transatlantic trade since the 
Uruguay Round. The Com- 
mission estimates they could 


add a percentage point to 
both EU and US gross 
domestic product within five 
years. 

After weeks of contacts 
with politicians and officials 
in Washington, said to have 
received a positive response. 
Sir Leon Brittan, trade com- 
missioner, will present his 
blueprint to the weekly com- 
missioners' meeting. 

No decision is expected 
today, but the aim is to 
agree a communication next 
week for submission to EU 
ministers, who must grant 
Sir Leon a mandate to nego- 


tiate on behalf of the Union. 

The plan has four main 
elements: 

• widespread removal of 
technical barriers to trade; 

• a commitment to elimi- 
nate all industrial tariffs by 
2010 on a most favoured 
nation basis, through multi- 
lateral negotiations if a “crit- 
ical mass" of other trading 
partners do the same; 

• a free trade area in ser- 
vices; 

• further liberalisation of 
government procurement, 
intellectual property - for 
example, through harmonis- 


ing patents rules - and 
investment. 

Certain areas considered 
"neuralgic” for either side 
would be excluded, including 
agriculture and trade in 
audiovisual products. 

Alongside the four main 
policy thrusts are eight crite- 
ria any EU-US agreement 
would have to meet 

They would include 
"addressing real barriers" to 
transatlantic trade, economi- 
cally benefiting both sides, 
furthering broader multilat- 
eral trade liberalisation 
undertaken through the 


World Trade Organisation - 
as well as benefiting con- 
sumers. 

While Brussels presents 
the plans as a natural step in 
the EU-US relationship, they 
reflect disappointment that 
the so-called New Transat- 
lantic Agenda, adopted in 
1995, has not led to any "big 
political idea". 

Concern is felt on both 
sides at the increase in trade 
disputes over issues such as 
hormone-treated beef, meat 
safety and the ElTs banana 
import regime. Brussels offi- 
cials concede the handling of 


Soft drinks ‘put fizz 
in labour market’ 



A Coca-Cola poster from 1915. Jabs in advertising are among 
many spin-offs from the soft drinks industry 


By John Will man. 
Consumer htdostrles Editor 


European Union political 
leaders looking for ways to 
reduce record levels of 
unemployment have been 
offered a a novel solution by 
Europe’s soft drinks indus- 
try: create jobs by boosting 
sales of fruit juice, bottled 
water and other carbonated 
drinks. 

Manufacturers say they 
already account for around 
lm jobs in the EU. For every 
one of their 122,500 employ- 
ees. more than seven people 
are employed in supply and 
distribution companies. 

But they also claim they 
could employ many more 
workers if European coun- 


tries dismantled obstacles to 
further growth in this 
labour-intensive sector. 

"I don't know of any 
industries that can match 
the economic engine of the 
non-alcoholic beverage 
industry.” said Walter Brink- 
mann, senior vice-president 
of Coca-Cola Greater Europe. 

The claims are based on 
research prepared by Cana- 
dean, the international 
drinks consultancy, on the 
economic contribution made 
by the soft drinks business 
to the EU. 

The research found the 
industry has turnover of 
Ec u30bn t$33bn) a year but 
creates another Ecu43bn In 
transport, distribution and 
sales. It pays Ecu5.5bn a 


year In VAT, invests Ecu3bn 
in plant and equipment and 
encourages similar invest- 
ment in “downstream" 
industries. Advertising and 
marketing also benefit. 

In recent years, soft drinks 
growth has outstripped con- 
sumer spending on all food 
and drink, and also the car 
and consumer electronics 
sectors. But growth in soft 
drinks has slowed in the 
1990s, partly because of the 
downturn In the EU econ- 
omy. 

The industry believes one 
obstacle to further growth is 
the absence of a true single 
market in soft drinks. The 
EU remains divided Into dis- 
tinct markets - largely 
because of recycling and 
labelling regulations which 
force variations in packag- 
ing. 

“Although there is a EU 
directive on packaging, it 
relies on the member states 
to enforce it." says John 
Thomson who directed the 
Canadean research. “As a 
result there Is a patchwork 
quilt of different approaches. 
Variations in eco-labelling 
rules add to the problem." 

A second obstacle is what 
the industry regards as dis- 
criminatory taxation in 
many EU countries. There 
are enormous variations in 
the VAT rates applied to soft 


drinks, and in most of the 
EU, the rate is higher than 
for tea, coffee and milk. 
Those which have a lower 
VAT rate for basic foods usu- 
ally apply the higher rate to 
soft drinks. 

Canadean found that a tax 
increase which raised prices 
by 1 per cent can reduce soft 
drink sales by a higher per- 


centage. With bottled water, 
for example, consumption 
falls 13 per cent in Spain for 
each 1 per cent rise in cost, 
and by 2.8 per cent in the 
UK. 

The industry argues that 
harmonising EU tax systems 
towards the lower rates 
would increase demand and 
boost jobs. 


EU non-alcoftoEc (kinks production 
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Brussels probes Brazil import curbs 


By Jonathan Wheatley 
hi Sao Paulo 


The European Commission 
said yesterday it was investi- 
gating Brazilian restrictions 
on imports of textiles and 
clothing from the European 
Union. 

The EU has two investiga- 
tions in hand regarding 
trade with Brazil: one on 
exports of Cognac and the 
second relating to Brazil's 
general import payments 
term regime. 

The Commission's latest 
inquiry was prompted by 
complaints from the Belgian 


Textiles Federation (Febel- 
tex) against Brazil's import 
licensing system for textiles, 
particularly compulsory 
import payment terms and 
minimum import prices. 

Febeltex has argued that, 
because of the trade restric- 
tions. exports of some of its 
products to Brazil had virtu- 
ally stopped. 

A similar challenge last 
year to the import payment 
terms regime applied to 
exports of EU flat steel prod- 
ucts led to Brazil abandon- 
ing the system. 

An official at the EU dele- 
gation in Brasilia said the 


investigation concerned 
three measures adopted 
recently by the Brazilian 
government, covering all 
imports to the country 
except those from its Merco- 
sur customs union partners. 
If the current investigation 
succeeded, it could lead to 
broader investigations. 

The first restriction, intro- 
duced in the middle of last 
year, sets minimum pay- 
ment periods for imparts of 
180 days and maximum val- 
ues for shipments of some 
goods. The official said the 
180-day limit amounted to 
cash payment 


A second restriction sets 
minimum prices for about 50 
per cent of imports to Brazil 
and came into effect this 
year as part of a package of 
austerity measures intro- 
duced in response to the 
Asian financial crisis. 

The third restriction, 
involving about half all 
imports, concerned new cri- 
teria for granting import 
licences, which the official 
described as “not transpar- 
ent 

“The investigations result 
from specific complaints by 
the textiles industry, but the 
restrictions apply to almost 


all imports into Brazil." he 
added. The Brazilian govern- 
ment was using "arbitrary" 
measures to defend its trade 
balance and protect certain 
local industries, including 
textiles and clothing. This 
was a test case. 

• The EU has imposed anti- 
dumping duties on imports 
of footwear with leather or 
plastic uppers made in 
China, Indonesia and Thai- 
land. The duties, effective 
from today, involve a vari- 
able duty based on a mini- 
mum Ecu5.7 per pair of 
shoes for the three coun- 
tries. 


several of these issues has 
“not been perfect”. 

Sir Leon reassured the 
European Parliament's for- 
eign affairs committee last 
week that the bilateral 
EU-US talks would proride a 
stimulus for further multi- 
lateral liberalisation. 

But several EU states, 
notably France, have 
expressed concern that 
EU-US talks should not be 
allowed to harm multilateral 
liberalisation, and ques- 
tioned the ability of the EU 
and US to negotiate such a 
complex deal. 

Japan’s 
airlines 
in talks 
on tie-ups 

By Bethan Hutton in Tokyo 


Two more Japanese airlines 
are close to agreeing interna- 
tional codesharing deals, fol- 
lowing last week's tie-up 
between Japan Airlines and 
American Airlines. 

The ground has been 
cleared for such deals by the 
US-Japan air accord last 
month, which will expose 
Japanese airlines to greater 
competition. 

All Nippon Airways, the 
largest domestic carrier in 
Japan, is in advanced discus- 
sions with Lufthansa, the 
German carrier, and United 
Airlines, of the US. but said 
yesterday that no agreement 
had yet been reached. 

Japan Air System, a 
smaller domestic airline 
with Tew international ser- 
vices, is negotiating with 
Northwest Airlines of the US 
over a codesharing link. 

Paul Smith, transport ana- 
lyst at HSBC James Ca pel in 
Tokyo, said the prospective 
deals were good news for the 
Japanese carriers. 

All the airlines would ben- 
efit from sharing marketing 
expenses, and could also see 
other cost savings. A tie-up 
with UA would allow ANA 
to scale back its 
over-ambitious capital 
expenditure plans. Mr Smith 
said, as it could concentrate 
on Dying a handful of key 
US routes itself, and let 
United carry its passengers 
on the remainder, rather 
than trying to increase its 
capacity alone. 

The JAS-Northwest deal 
could prove beneficial to 
JAS if it confined itself to , 
flying the domestic routes, 1 
while Northwest carried all 
international passengers. Mr 
Smith said, but warned that 
JAS did not have the capital 
to expand its own overseas 
routes. 

There is speculation that 
British Airways could 
become the third party in 
the codesharing agreement 
between Japan Airlines and 
American Airlines 
announced last week. 



Look what makes investments 
and businesses tick in 


Bahrain 

Sf 100% foreign ownership of business 
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Ef Free movement of capital 

To find out more, contact Robin Marriott P.O. Box 11299, BAHRAIN 
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Three intensive weeks at 
our Business Summer School 
will change your views 
for the next thirty years. 


in today’s uncertain world, the quality of strategic thinking is vital to a company's survival. 


This summer at Merton College Oxford, there is the chance to study the economics which 
will prepare you for the challenges of top management. 


The impact on you and your organisation of such key issues as the Euro, changing competition 
rales and the Asian economies will be actively debated. 

Rigorous and Challenging, this intensive course will be run by five leading Fellows in 
Economics and will be conducred in mixed discipline, multi-company teams supported by 
the tight tutorial system for which Oxford is renowned. 


The course also provides you with a rare opportunity, not only to learn from, but to meet 
Informally, over 20 guest speakers. Amongst them CEO's, politicians and government advisers. 
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NEWS DIGEST 


TAiWAN-CHINA SHIPPING 

Taipei approves opening 
of first direct sea route 


Taiwan plans to expand direct Upping 

opening a new route between Shanghai Talwan- 

STpcrt of Keeiung. This would be the first direct - and commar- 
ciallysigmficant - route across the Taiwan » sea links 
were severed after China's civil war ended In 1943. 

The transport ministry yesterday said it fad ^agreed to allow a 
Shanghai shipping company. Chlng -Chang Stopping, to operate 
between the two ports. There are indications , 1 U5 1 Chl 2 IT* > 
reciprocate and allow Evergreen Marine and Urfglory Marine to 
use the route. Both lines belong to Taiwan's Evergreen transport 
group, the world’s biggest containerised shipping concern^ 

It was unclear when the ships could 
partially lifted a longstanding ban on all direct links with China 
last April, when limited direct passages were opened u nder an 
"offshore" transshipment centre scheme. Approved operators 
were allowed to sail to and from the designated ports of Xiamen 
and Fuzhou in China's coastal Fujian province to the southern 
Taiwanese port of Kaohslung. one of the world's busiest har- 
bours. 

Cargo from Chinese ports was not allowed to after Taiwan 
customs, but could be transshipped to third countries, and vice- 
versa. Shipping companies have complained that they were los- 
ing money on the routes because of the restrictions. Taiwan still 
restricts investment, trade, transport and communications with 
China, forcing most cross-strait business links to be routed 


UKRAINE’S MOTOR INDUSTRY 


Avtozaz signs Daewoo pact 

Avtozaz. Ukraine's largest carmaker, and Daewoo of South Korea 
have signed an agreement to form a $1 ,3brt Joint venture to pro- 
duce 355,000 cars a year within two years. 

A new law which takes effect on April 1 will ban imparts to 
Ukraine of care five years or more old. Daewoo has also asked 
the Ukrainian government to impose a S2.000-S4.000 Import duty 
on used foreign cars which could compete with those It will pro- 
duce. Kiev's agreement to restrict Imports removed a major 
obstacle to the signing of the deal. Used foreign care account for 
an increasing share of the Ukrainian market. 

The European Union, however, has said it would hold consulta- 
tions with Ukraine next week over what it called ‘discrimhnalofy 
policy" in the car sector. 

Ukraine has attracted only $2bn in direct foreign investment 
since independence in 1991. Charles Clover, Kiev 


MOROCCAN TELECOMMUNICATIONS 


Ericsson wins phone deal 

Ericsson, the Swedish telecommunications group, said yesterday 
it had won a lucrative contract to expand GSM mobile phone 
coverage in Morocco.lt said the deal would give it almost 50 per 
cent of the Moroccan market for base station systems, serving 
the country's GSM mobile phone network. 

According to ONPT Telecom, the Moroccan state-run tele- 
phone company. Ericsson has been invited to build 147 radio 
base stations throughout the country, including the remote north- 
ern areas. 

Morocco, which plans to privatise its Global System for Mobile 
Communications IGSM) network, has already announced plans to 
invest 2.5bn dirhams ($258m) in its communications network- 

This will cover increasing the subscribed capacity by 170,000, 
including 40,000 mobile phone users, automating 340 new rural 
localities, and extending the internet and mobile phone networks, 
according to recant industry forecasts. 

Last year, the number of GSM subscribers in the country more 
than doubled from 33,421 to 70.000. Tim Burt, Stockholm 


FREE TRADE AREA OF THE AMERICAS 

Talks to start next month 

The US is confident of starting talks on the Free Trade Area of 
the Americas in April, according to Peter Allgeier, Associate US 
Trade Representative for the western hemisphere. 

"There definitely is a very dynamic situation in the hemisphere 
that we need to take advantage of and we shouldn't abdicate our 
leadership," announced Mr Allgeier at a panel discussion yester- 
day in Washington. 

Mr Allgeier believes the negotiations will act as a starting point 
for the FTAA, much like the Punta del Este plan before the Uru- 
guay Round. He hopes participants will also create a structure to 
manage negotiations and a chairmanship to oversee develop- 
ments. 

The FTAA would offer a comprehensive free trade agreement 
that, according to Mr Allgeier, every country in the hemisphere 
wants. He said regulations and rales in the new agreement would 
supersede those of existing regional groups, such as Nafta and 
Mercosur. However, the FTAA would not eliminate these organi- 
sations as many nations would seek deeper levels of Integration 
than the FTAA could offer. Heather Bourbeau, Washington 


EMISSIONS TRADING 


Sumitomo in Russian deal 

Sumitomo, the Japanese trading house, is to help a Russian 
power generating group reduce its emissions of greenhouse 
gases. Sumitomo said yesterday. The deal could provide Japan 
with credit towards its own greenhouse gas reduction target, set 
at the UN conference on dimate change last December. If emis- 
sions trading systems are agreed at a fallow-up conference In 
Buenos Aires this year. 

Sumitomo will work with Unified Energy System, which has 
stakes In 72 regional power generators in Russia, to replace out- 
dated equipment at 28 power plants. 

Introducing new technology and changing from coai to natural 
gas should reduce carbon dioxide emissions from the plants by 
10m tonnes a year, equivalent to 3 per cent of Japan's annual 
emissions Bethan Hutton, Tokyo 


French for the PM. 
(And mornings too.) 

On 24 March Tony Blair plans to address the French National 
Assembly - in French! 

It is further proof that learning the language is a very good 


move. 


To see how Tar you can go with French, contact us. We offer 
courses from beginners to advanced, day or night, individual or 
group, business or pleasure, at your place or ours. 

Classes start 16, 23 March and 14 April, which gives you a 
few weeks to catch up with Mr. Blair. 


0171.581.2701 


iasritut franqais 



14 CromwdI Place, London SW7 2IH 
The official French Government Centre of Language and Cohort 
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u todays business world, being the best on your borne tort Jnst lent 
good enough. At VEBA, . tomen multi-business company .dive In 
deadly, chemicals, oH distribution, logisto reskstute management 
gM tdetammunications, we’re tooldng to benune a globd piuycr. 

» year fww-thirds of our Group’s *44.5 bUhon hr sales will he achhwed 
fc ii home market In the near future, our ptan call, for genemhng half 
rf mm aides fn growmg ma*ets around me worid *ch Is why weVe 
^fad app-nately *9 billion to boos, our m— business 

activities over ft. next Bve yearn. All with ius. one goal: euhandng 
shareholder value. 


Now let’s look at our record: In the past five years, by relentlessly working 
on improving our game plan, weVe more than tripled our share price. 
We ’ve also achieved double-digit dividend increases annually over the past 

four years. 

At VEBA, we believe ours is a winning strategy. If you think so too, why 
stand on the sidelines? To learn more, you can reach us at: Phone: ++49 
(211) 4579-600, Fax: ++49 (211) 4579-532, Internet www.veba.com 
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ASIA-PACIFIC 


Seoul appointments raise reform fears 


By John Burton bi Sand 


The government cabinet 
yesterday appointed by Kim 
Dae-jung, the new South 
Korean president, was critic- 
ised for being dominated by 
old-guard politicians who 
might slow efforts at politi- 
cal and economic reforms. 

The selection of ministers 
reflected a compromise 
between the president's cen- 
tre-left National Congress for 
New Politics and tbat of his 
rightwing coalition partner. 


the United Liberal Demo- 
crats. which evenly split cab- 
inet posts. 

Kim Jong-pil. the ULD 
leader, was named as acting 
prime minister after parlia- 
ment, which is controlled by 
the centre-right opposition 
Grand National party (GNP), 
refused to approve him. 

Among the controversial 
appointments was that of 
Lee Kyu-sung as finance 
minister, who previously 
held the post in 1398-90. 

Mr Lee. who was recom- 


Beijing grip 
tightens on 
Guangdong 


By John Ridding in Hong Kong 
and Jamas Kynge hi Beijing 


Beijing has tightened its grip 
on the prosperous southern 
province of Guangdong by 
announcing the appointment 
of a new head of the local 
Communist party. 

The announcement, on the 
eve of an important session 
of China's National People's 
Congress (N PC> which starts 
tomorrow, reflects Beijing’s 
desire to reinforce control in 
areas of economic manage- 
ment 

The appointment of Li 
Chang-chun as party secre- 
tary for Guangdong, con- 
firmed by Chinese officials 
yesterday, is the first time in 
more than a decade that a 
non-native Guangdong resi- 
dent has been given the top 
party post 

Mr Li's installation follows 
the appointment of Wang Qi- 
sban to the post of executive 
vice-governor. Mr Wang, also 
from outside Guangdong, is 
tipped to succeed as gover- 
nor Lu Ruihua in the top 
government post in the prov- 
ince. 

Both Mr Li and Mr Wang 
are close to Zhu Rongji, who 
is set to be named prime 
minister at the NPC. Mr Li Is 
a native of the northern 
province of Liaoning, and at 
54 is the youngest member of 
China’s politburo. A col- 
league of Mr IA in Henan's 
provincial government said 
he was "well liked" by Mr 
Zhu. 

Mr Zhu is the driving force 


behind ambitious reforms to 
the banking system and 
state-owned enterprises, 
both of which are virtually 
paralysed by bad debts. The 
NPC is also expected to 
endorse a plan to restructure 
tbe government, slashing 
civil service jobs by up to 50 
per cent over the next three 
years. 

"Mr Zhu needs his people 
in place to achieve his 
goals." said one Chinese 
commentator- “This appoint- 
ment of Mr Li to Guangdong 
is a victory for him " 

The central government is 
keen to streamline tax col- 
lection to boost state 
finances and to ensure that 
monetary policy and central 
directives on b ank reform 

are followed. This does not 
mean, however, that Beijing 
will try to assert itself in 
areas which are traditionally 
the preserve of local govern- 
ment. such as the trade. 

Guangdong authorities 
have resisted outsiders in 
top posts in party and gov- 
ernment. Since Deng Xiao- 
ping. China’s former leader, 
launched reform policies at 
the end of the 1970s, the 
province has enjoyed a rela- 
tively high degree of free- 
dom in economic manage- 
ment and has been at the 
forefront of economic 
reforms. 

Guangdong is China's rich- 
est province with special 
economic zones adjacent to 
Hong Kong, 
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Economists see 
virtues in bond 


By James Kynge in Beijing 


China's announcement of a 
Yn270bn <\JS$32.6bn) "spe- 
cial bond" issue is a wel- 
come sign that the govern- 
ment appears serious in its 
aim to build a "modern 
financial system" by 2000. 

If it goes smoothly the 
issue will help the "big four” 
state banks, which are 
believed to be technically 
insolvent, to raise their capi- 
tal adequacy ratios to 8 per 
cent, the minimum required 
by the Bank of International 
Settlements. 

Such a strengthening 
would prepare the banking 
system for a more competi- 
tive environment in which 
fluctuating interest rates, a 
convertible currency and lib- 
eral access for foreign banks 
could eventually be counte- 
nanced. economists said. 

But for time being, atten- 
tion is focused on tbe unan- 
swered question of how the 
bond issue will work. Chi- 
na’s stock markets yesterday 
retreated as investors feared 
that the issue could drain 
funds away from equities. 
Shenzhen's A share index 
fell 3.44 per cent and Shang- 
hai's declined 1.55 per cent. 

In the absence of any offi- 
cial announcement, Chinese 
economists are offering con- 
flicting versions of how the 
issue will be handled. 

The first - and the one 
which has gained currency 
among equity investors - is 

that the bonds will be issued 
by the state and bought by 
financial institutions other 
than the “big four". The pro- 
ceeds would then be given to 
the big four to allow them to 
write off some bad or prob- 
lem debts wbicb total 
between 20-25 per cent of 


outstanding loans - roughly 
US$200bn. 

The second version is that 
the bonds, issued by the 
finance ministry, would be 
added to the capital of the 
big four banks, thereby rais- 
ing their capital adequacy 
ratios but not writing off bad 
debts. The bonds would be 
“bought" by the big four not 
through a direct transaction 
but by a transfer of reserves 
held at the central bank to 
the finance ministry. 

In order to facilitate this, 
the rules on reserve require- 
ments are to be revised, said 
one Chinese banker. Current 
regulations stipulate that 13 
per cent of total bank depos- 
its. which amounted to 
Yn8240bn at the end of 1997. 
are kept as reserves at the 
centra] bank. A further 5 to 
7 per cent is also held as 
provisional reserves by the 
central bank, the People's 
Bank of China (PBOCj. 

It is a share of these provi- 
sional reserves which may 
be transfered to the finance 
ministry to pay for tbe 
bonds, bankers said. This 
scheme would avoid drain- 
ing liquidity from financial 
institutions. 

The bond issue aside, 
economists said It was 
important that the govern- 
ment starts to tackle the fiin- 
damental problems which 
helped cause the crippling 
levels of bad debt. 

Chen Xiaoyue, professor of 
accounting at Beijing Uni- 
versity, supported a proposal 
currently under consider- 
ation to reduce the number 
of PBOC branches outside 
Beijing. Provincial and local 
PBOC branches are often 
influenced by local politi- 
cians to arrange Joans for 
undeserving parties. 



mended by the ULD, was a 
former career bureaucrat at 
the finance ministry before 
becoming a university eco- 
nomics professor in the 
1990s. 

As finance minister, he 
was best known for an 
ill-fated attempt in 1989 to 
boost the stock market by 
ordering the central book to 
give funds to investment 
trust companies for equities 
investments. The effort 
backfired when the stock 
market fell and left the 


investment trust companies 
with large losses. It was Mr 
Lee's record of supporting 
state intervention tbat has 
raised doubts about his qual- 
ifications when Korea has 
promised to deregulate the 
economy, including curbing 
the powers of tbe finance 
ministry. 

Analysts predicted possi- 
ble conflicts between Mr Lee 
and the president's senior 
economics adviser. Kim Tae- 
dong. who is a strong advo- 
cate of market reforms. 


What also surprised 
observers was the rare 
appointment of a senior 
executive from one of the 
leading conglomerates, or 
chaebol, despite the new 
president's criticism of big 
business. 

Bae Soon-boon, who 
recently headed Daewoo 
Electronics, was named 
information and communica- 
tions minister, and is respon- 
sible for supervising tbe tele- 
communications industry. 

Poising the possibility of 


ideological clashes within 
the cab met was the appoint- 
ment of Kang In-duk. a hard- 
liner on North Korea, as the 
national unification minister 
despite the new president's 
recent efforts to promote rec- 
onciliation with Pyongyang. 

The new government's 
ability to push through 
reforms might be hampered 
by its decision to appoint 
Kim Jong-pil as acting pre- 
mier. which has angered the 
GNP and could make legisla- 
tion difficult. 


Television lets some air into Indian election 


Voters are able to 
scrutinise their 
politicians as never 
before, writes Amy 

Louise Kazmin 

I ndian television viewers 
watching Rupert Mur- 
doch's 24-hour Star News 
channel recently got a peek 
into Congress party presi- 
dent Sitaram Kesri’s bath- 
room. 

With cameras rolling, the 
octogenarian leader showed 
off his razor and sharing 
brush, then demonstrated 
how he uses a twig to clean 
his teeth. “It keeps them 
strong, healthy and disease 
free." he said brightly. 

Cut to the dressing room, 
where Mr Kesri tried on sev- 
eral traditional white Con- 
gress caps, until one met 
with his approval. “The per- 
son who irons them always 
gets it wrong." he grumbled. 

Moments such as these 
would have been unimagin- 
able before 1992, when televi- 
sion was monopolised by the 
state-owned Doordarshan. Its 
political coverage was lim- 
ited to sbots of Congress 
leaders in adoring crowds. 

But in recent years. India 
has seen a proliferation of 
satellite channels, including 
many with foreign backing. 
In the current elections, 
broadcasters are letting vot- 
ers scrutinise their politi- 
cians as never before. 

While some of the cover- 
age is regarded by many 
viewers as silly, ample time 
has been given to political 
arguments. On lively talk 
shows, citizens have been 
able to grill politicians about 
issues of concern. 

“Earlier on. politicians 
were hidden," said Iqbal Mal- 
hotra. a New Delhi-based 
media analyst. “Now the 
political debate has extended 
to all television viewers." 

That is by no means all 
Indians, of course. Only 
about a third of the coun- 
try's 950m people have 
access to television and 
about 120m to any satellite 
channel. Yet that is still a 
significant number and 
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includes the country's most 
Influential people. 

The flurry of political pro- 
grammes has been the sur- 
prise hit of tbe television 
season. “More people want 
to watch news and current 
affairs," said Sevanti Ninan, 
author of Through the Magic 
Mirror, a book about televi- 
sion and change in India. 
There is a "public curiousity 
and hunger for this". 

Politicians have responded 
by trying to grab as much 
air time as they can. I.K. 
G ninth the outgoing prime 
minis ter, has been so acces- 
sible that media circles have 
dubbed him “Interview 
Kumar Gitfrar. 

Sushma Swaraj, spokes- 
person for the Hindu nation- 
alist Bharatiya Janata party, 
appeared on MTV singing a 
Hindi film song, to woo the 
youth vote. Every big party 
has accepted free air time for 
party broadcasts on Mr Mur- 
doch's Star News channel. 

Yet in liberally providing 
platforms for parties, broad- 
casters are not just thinking 
about the ratings. They have 
their eye on a looming battle 
over whether foreign -owned 
satellite channels such as 
Star TV, MTV, Sony, Discov- 
ery, and the BBC will be 


allowed to operate in India. 
Legislation has been pro- 
posed to set foreign equity 
caps on channels beaming 
into the country. 

With this fight ahead, 
every broadcaster, foreign 
and Indian, wants good rela- 
tions with politicians, to 
defend their interests. For- 
eign broadcasters, Ms Ninan 
said, want to show there is 
“nothing particularly insidi- 
ous" about a foreign chan- 
nel, and that it is “a safe, 
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elections 


transparent business". 

For politicians, their sud- 
den popularity as television 
stars is double-edged. Indian 
parties have little experience 
in using television to best 
advantage, and at times 
seem to do more harm than 
good. That Is partly the 
result of the rough-and-tum- 
ble style of most Indian 
political coverage. 

“It's very gladiatorial," 
admits Rajdeep Sardesai, 
political editor for New Delhi 
Television, which produces 
news and current affairs pro- 


grammes for Star News. 
"You pit one politician 
against another." 

Of all the parties, analysts 
say, the BJP has manipu- 
lated its television image 
most effectively, by strictly 
controlling which members 
go under the TV lights. Jas- 
want Singh, a senior BJP 
leader, said the party has let 
only "TV-friendly" personali- 
ties go on air to ensure the 
organisation comes across as 
a “forward-looking, all-inclu- 
sive, modem party". 

The Congress party, late to 
wake up to television's influ- 
ence, has been less success- 
ful. Internal rivalries 
between Mr Kesri and Sonia 
Gandhi, widow of the assas- 
sinated former prime minis- 
ter Rajiv Gandhi, have pre- 
vented any central decision 
on who should represent the 
party on television. 

Sonia Gandhi, though, has 
proved an adept media 
manipulator. Since launch- 
ing her campaign on behalf 
of the Congress, she has 
declined to grant a single 
interview, leaving satellite 
channels with little to offer 
except her campaign appear- 
ances. In that way. analysts 
say. she has carefully pre- 
served her mystique. 


INDONESIAN ECONOMY ENVOY URGES ’VIGOROUS’ IMPLEMENTATION OF IMF REFORMS 

Mondale expresses US concern 


By Sander TTioenes in Jakarta 


President Suharto has been 
successful in keeping tbe 
rupiah stable by doing little 
but hinting, to universal 
derision, at fixing the cur- 
rency against tbe dollar. 

The Indonesian president 
has now back-tracked to a 
more conventional means of 
addressing his economic 
woes. This position was 
reinforced yesterday when 
Walter Mondaie, a former US 
vice-president, told Mr 
Suharto or President Bill 
Clinton’s desire for “full, 
demonstrable and vigorous 
implementation" of reforms 
agreed with tbe Interna- 
tional Monetary Fund. 

Mr Mondale's meeting 
with Mr Suharto was tbe 
highest US diplomatic repre- 
sentation since the Indonesia 
leader announced his contro- 
versial plans for a currency 
board. 

Although Mr Suharto has 


done little but promise to 
implement the reforms, 
agreed in January, shares 
have risen sharply in Jak- 
arta in recent weeks gaming 
4.4 per cent yesterday. The 
rupiah has been relatively 
stable at around Rp9,Q00 to 
the dollar for much oF Febru- 
ary', shrugging off riots and 
signs of deepening recession. 

Analysts say the rupiah 
has hit bottom, making tbe 
dollar too expensive to allow 
any debt payments. 

But many also credit Pres- 
ident Suharto's stated plan 
for a curreucy hoard, as yet 
without a deadline, but effec- 
tively dropped, 

“On balance, it has probably 
served him well ahead of the 
MPR," said Neil Saker. 
regional economist for Soc- 
Gen Crosby, the brokerage, 
referring to the hand-picked 
assembly that has gathered 
to reelect Mr Suharto for a 
seventh term next week. 
“Without the currency board 


idea the rupiah would easily 
have gone to 15,000 or 
20.000" to the dollar. 

"It's had the short-term 
effect of stabilising tbe mar- 
ket," one western diplomat 
concurred. "But we don't 
know bow much they've 
been intervening to support 
it.*' 

Indonesia's central bank 
said on Monday that 
reserves were down to 
$16.33bn from $19.06bn one 
month ago. but another dip- 
lomat. citing reliable 
sources, said the central 
batik was over stating its 
reserves by at least $4bn. 
The difference has been 
spent not just on market 
interventions but on sup- 
porting many of the mare 
than 2 on ailing commercial 
banks, he said. 

The downsides of Mr 
Suharto's talk of a currency 
board, which has persisted 
despite opposition from the 
IMF. are much less ambigu- 


ous. John Marshall, presi- 
dent director for ING Bar- 
ings in Jakarta, said his bro- 
kerage had recently faced a 
client who would not pay 
until a currency board 
would be introduced and 
offer him a more bearable 
exchange rate. 

“That means you get paid 
anytime between tomorrow 
and 10 years from now, or 
never," Mr Marshall said. 
“Of course we settled for an 
exchange rate they could 
accept, rather than wait." 

Even worse for an econ- 
omy dependent on export 
revenues, talk of a currency 
board has hampered efforts 
to restore confidence in Indo- 
nesian letters of credit. 

Some $-l00m in US credit 
guarantees for agricultural 
commodities has barely been 
touched because US banks 
will not take the risk with- 
out assurance that the com- 
modity in question is backed 
by Indonesia's central bank. 


Philippine power break-up 


Plan for 


By Andrew Taylor, 
Utilities Correspondent 


Private sector electricity- 
utilities will be able to bid 
for concessions to operate 
about 80 per cent of the Phi- 
lippines electricity generat- 
ing capacity under plans 
announced yesterday by the 
state -owned National Power 
Corporation. 

Guido Delgado, chief exec- 
utive, proposes to unbundle 
National Power's generating 
arm into seven separate con- 
cessions with a combined 
annual turnover of about 
Sl-5bn. 

The initiative, which will 
require government 
approval, is designed to 
increase competition in the 


electricity supply market. 

Power companies from 
other south-east Asian coun- 
tries as well as from the US 
and Europe have established 
a presence In the Philippines 
to take advantage of liberal- 
isation of the domestic mar- 
ket 

National Power has 
decided to offer concessions 

to private operators follow- 
ing delays by Congress in 
passing the country's contro- 
versial Electricity Restruct- 
uring Bill. 

The bill, which calls for 
the privatisation and break- 
up of National Power into 
separate generating and 
transmission operations, will 
now have to be resub- 
mitted after the Philippines 


general election in May. 

The failure to pass the bill 
has increased financial pres- 
sure on National Power 
which has to meet its com- 
mitments to independent 
power producers in inflated 
dollars and which cannot 
now look forward to privati- 
sation proceeds. 

Mr Delgado, in London for 
a Financial Times energy 
conference, said increased 
competition would force gen- 
erators and distributors to 
pursue savings, driving 
down the cost or power to 
the benefit of the Philippines 
economy. 

National Power, in a bid to 
reduce the influence or the 
country's 130 regional mono- 
ply distributors, has said it 


will invoke articles in its 
charter which would allow it 

to sell bulk electricity direct 
to customers using more 
than 100KW. 

The move could affect up 
to 80 per cent of consumers, 
including most small busi- 
nesses. 

Prices charged by distribu- 
tors, mostly co-operatives, 
are currently regulated on 
the basis of the cast of pro- 
duction plus a margin for 
profit. 

Mr Delgado said that elec- 
tricity prices in the Philip- 
pines, as a result, were up to 
30 per cent higher than the 
average for south-east Aslan 
countries, excluding Japan, 
putting Philippines compa- 
nies at a disadvantage. 


Poor results at 
Malaysia bank 
underline crisis 


By Sheila McNulty in Singapore 

Malaysia's central bank 
yesterday said the banking 
unit of Malaysian conglom- 
erate Sime Darby lost 
Mtl.STbn <US$424mj in tbe 
six months to the end of 
December, in a further sign 
of how severly the country's 
financial sector has been rat- 
tled by the east Asian crisis. 

Ahmad Mohd Don. gover- 
nor of Bank Negara Malay- 
sia. said that much of tbe 
losses incurred by Sime 
Bank, Malaysia's sixth larg- 
est bank, were due to loan- 
loss provisions of M$l.Sbn to 
cover bad and, potentially 
bad debts. 

Sime Bank's losses follow 
the announcement last 
month tbat Malayan Bank- 
ing, Malaysia's largest, most 
conservative and best 
respected bank, bad suffered 
a 29 per cent drop in net 
profit to M$463.5m for the six 
months ending December- 
Its loan loss and provisions 
had more than doubled to 
M$711.5m. 

Mr Ahmad also said Bank 
Bumiputra Malaysia, the 
country's second largest 
bank, might require a capital 
injection of M$750m. "The 
government of Malaysia has 
undertaken to inject the nec- 
essary capital should the 
need arise,” he said. He also 
spoke of possible cash infu- 
sions for finance companies. 

Yesterday's announcement 
of a bank's results by the 
central bank is unusual. 
Observers say the announce- 
ment is an attempt at dam- 
age limitation ahead of the 
b ank ’s formal announce- 
ment later this week. 


Malaysia's banking sector 
is burdened by domestic 
loans at 170 per cent of gross 
domestic product - the high- 
est ratio in south-east Asia 
Economists expect bad loans 

to peak late this year or 
early next, running at 6-10 
per cent for stronger institu- 
tions and 10-20 per cent for 
those that have pursued 
more aggressive le ndin g. 

The Malaysia authorities 
have tried to contain the 
problem by encouraging 
mergers. But convincing the 
country's 39 finance compa- 
nies and some of the 36 com- 
mercial banks to unite has 
proved more difficult than 
they initially anticipated, 
forcing the authorities to 
soflen their demands for 
progress by March 31. 

Economists are calling for 
the authorities to urgently 
reinforce the financial indus- 
try's foundations, with some 
supporting a rapid orchestra- 
tion of the mergers and oth- 
ers advocating tighter mone- 
tary policy. 

“We believe that unless 
the central bank takes seri- 
ous action against ‘bad* 
financial institutions, it is 
throwing away good money 
after bad and could create a 
bigger problem for itself 
later in the year," said 
Rajeev M alik, senior econo- 
mist at Jardine Fle min g 
International Securities in 
Singapore. 

Anwar Ibrahim. Malaysia's 
finance minister and deputy 
prime minister, said yester- 
day that Sime Bank was 
negotiating with Rashid 
Hussain to merge in a move 
that could create the second 
largest banking group. 




NEWS DIGEST 


HK PROPERTY 

Value of real estate 
deals falls sharply 

The number and value of property deals in Hong Kong plunged 
last month, underlining the Impact of the regional financial crisis 
on the territory's real estate sector. Property deals In February 
were valued at HKS16.Bbn (US$2.1 bn), according to the Hong 
Kong Land Registry. That marked a fall of 77 per cent compared 
with the same month In 1997 and of 45 per cent compared with 
January. The 4,647 sale and purchase agreements marked similar 
declines over the number of transactions In February 1997 and 
last month. 

While the sharp fall reflects the Impact of higher Interest rates, 
rising unemployment and depressed economic confidence It also 
undertines the surge of activity in the first half of last year. 

Despite the downturn, recent trends over the past few weeks 
have provided some encouragement. Sun Hung Kai, the territo- 
ry's biggest residential developer, has reported strong sales at 
some of Its projects. 

Money market interest rates have fallen sharply after a surge in 
January, and although tbe territory’s banks have maintained their 
prime lending rate at 10.25 per cent, most economists expect a 
cut if market rates remain low. Yesterday. ABN Amro announced 
it would trim its mortgage rale from 11 .75 per cant to 11.25 per- 
cent. John Ridding, Hong Kong 


HK SECURITIES 


Mortgage Corp to launch bond 

Hong Kong Mortgage Corporation Is to make its maiden bond 
issue next week to raise HK$500m (USS64.5m). The Corporation 
was set up last year to purchase mortgage loans from banks and 
repackage them as mortgage- backed securities to sell on to 
investors. By secuntislng mortgages in this way. the government 
hopes to increase liquidity and help stimulate a deeper debt mar- 
keL 

The Corporation has purchased HK$1.65bn worth of mortgages 
from banks since its inception, but next week's issue marks Its' 
first sale of securities. Financial institutions are the likely buyers, 
and funds raised by the HKMC will be used to enable It to buy up 
more home loans. The bonds wiH have a fixed rate, the HKMC 
said. Louise Lucas, Hong Kong 


INDIAN TELECOMS 


Appeal filed over licence 

India's state-owned Mahan agar Telephone Nigam yesterday filed 
an appeal in the Delhi High Court challenging the decision of the 
country's telecoms regulator to invalidate its licence to provide 
cetlular phone services in New Delhi and Bombay. After a brief 
hearing, the court gave temporary permission to MTNL to resume 
its preparations to set up the cellular phone service, pending a 
final resolution ot the matte-. 

MTNL had hoped to begin offering cellular phone services in 
Delhi and Bombay by the end ot this year. However, preparations 
ground to a halt several months ago, when the regulator barred 
the company from any further work, after ailing private cellular 
operators filed a complaint against MTNL's plans. 

The private cellular operators argued that, under current law. it 
is up to the independent regulator to decide on "the need and 
timing" for new entrants imo the cellular maritsL The regulator 
ruled that the licence granted to MTNL to offer cellphone services 
was invalid since India's Department of Telecommunications had 
failed to consult the regulator before issuing it. 

Amy Louise Kazmin, New Delhi 


MONETARY POLICY 


Japan releases minutes 

Japan's central bank yesterday published the minutes of its mon- 
etary policy meeting for the first time. The publication is part of 
the bank s attempts to introduce greater transparency and 
accountability ahead of the counlry's planned Big Bang deregu- 
lation. Next month the bank will be given full Independence over 
monetary policy. 

The minutes confirm that the policy board unanimously deddec 
onJanuary 1 6 to leave rates at their current record low of 0-5 per 
cent The board accepted that Japan's economic growth 
remaned stagnant and pointed out thalthere were some down- 
srde risks to the economy. Gillian Tett, Tokyo 
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UN-Iraq accord 
faces early test 


INTERNATIONAL 


4“"? Saber m Hew York 
aB « “Md Buchan m London 

The stage was set yesterday 
for an early test - possibly 
within a week. - of Iraq’s 
agreement with the United 
Nations on weapons inspec- 
tion, enshrined in a new 
Security Council resolution 
threatening "severest conse- 
quences" for any breach of 
the agreement 

With US and British forces 
still within striking distance 
of I raq, Tariq Aziz, the coun- 
try’s deputy prime minister, 
said Baghdad would live up 
to the agreement which he 
emphasised had been signed 
with Kofi Annan, the UN 
secretary general, not with 
the Security Council. 

"We are committed to the 
terms of the agreement and 
nothing else from our side," 
Mr Aziz said, implying rejec- 
tion of any further Security 
Council interpretation of its 
provisions on inspection that 
Baghdad might find inconve- 
nient. But, having passed 
their resolution unani- 
mously late on Monday, 
Security Council members 
themselves gave differing 
interpretations of what pro- 
cedure would be followed if 


Iraq broke the agreement 

Bill Richardson, US 
ambassador to the UN. marfu 
clear the agreement “did not 
preclude the unilateral use 
of force". 

Speaking on tele vision, he 
said: “This gives ns the 
green Hght to our policy of 
diplomacy and force". As if 
in direct rebuttal of this 
interpretation, the Russian 
foreign ministry said the res- 
olution was “not an auto- 
matic green light to use 
force", if Iraq flouted the 
inspection accord. 

In between these positions, 
Britain took a nuaaced posi- 
tion. hailing the resolution 
that it had co-sponsored with 
Japan, but not ruling out 
further recourse to the Secu- 
rity Council if political cir- 
cumstances warranted. The 
purpose of the wording on 
consequences was “to give a 
clear signal to Iraq, not to 
detail procedures the Secu- 
rity Council may have to fol- 
low months down the line in 
response to an Iraqi breach", 
said the UK Foreign Office. 

Meanwhile, a senior 
French envoy flew to Bagh- 
dad yesterday, carrying a 
twin-track message from 
President Jacques Chirac, 


The foreign ministry said its 
top ‘ official, Bernard 
Dufourcq, was due to stress 
“the importance France 
places on full and rapid 
implementation of the agree- 
ment", but also to reaffirm 
that trade sanctions on Iraq 
could be lifted once the 
country carried out its com- 
mitment to eliminate weap- 
ons of mass destruction. The 
new UN resolution stresses 
this prospect for Iraq, while 
the Security Council has 
already taken action to more 
than double the oil Iraq can 
export in’ return for food and 
medicine. 

Western diplomats and UN 
officials pointed out that the 
agreement, which won 
access to eight presidential 
sites previously off-limits, 
did not specifically address 
other outstanding points of 
dispute, such as Iraqi com- 
plaints of American and 
British domination of the 
UN Special Commission 
CUnscom) inspection teams 
and inspection of govern- 
ment headquarters and pri- 
vate property. 

Unscom officials expect to 
come under pressure to put 
the inspection agreement to 
the test while US and British 



Bffl Richardson, US ambassador to the UN, votes on Monday night warning Iraq of severest 
consequences if it breaks the pact with the UN. The accord does not preclude use of force, he said- 


forces re main deployed in 
fall strength in the Gulf 
region. Yesterday the British 
Foreign Office predicted that 
“over the next week the 
inspectors will get back to 
work in Iraq”. 

The new resolution 
returned authority to the 
Council to have the final say 
over negotiations with Iraq 
and pre-empted the possibil- 
ity in the future of two-track 
negotiations between Iraq 
and the Council on the one 
hand, and with the secretary 


general on the other. 

The resolution stopped 
short of authorising military 
force. Faced with opposition 
from the three other perma- 
nent council members - 
Russia. China and France, 
each with a veto right - to 
any language which would 
imply the automatic author- 
ity to use force if Iraq breaks 
the agreement, the US and 
Britain settled for a compro- 
mise warning “that any vio- 
lation would have the sever- 
est consequences for Iraq". 


In another gesture to Rus- 
sia. China and France, the 
Council said it would 
"remain actively seized of 
the matter, in order to 
ensure implementation of 
this resolution and to secure 
peace and security In the 
area". This could be inter- 
preted to mean that any use 
of force must be authorised 
separately from the Council, 
though the three had wanted 
specific wording saying a 
decision must come back to 
the Council. 


Israeli losses fuel calls for Lebanon pullout 
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By Avf MachBs in Jerusalem 

When Miri Sela formed the 
Four Mothers group one 
year ago to press Israel's 
government to withdraw its 
troops from occupied south 
Lebanon, she never dreamed 
the government would say it 
was willing to pull out so 
quickly. At the time, 
only 20 per cent of 
Israelis backed a unilateral 
pullout 

But in recent days, Benja- 
min Netanyahu, Israel’s 
prime minis ter, has made a 
series of statements indicat- 
ing Israel’s willingness to 
withdraw from sooth Leba- 
non. even without compre- 
hensive peace talks, if the 
Lebanese army provides 
security. 

Although Lebanon and 


LEBANON 


0$ 

•* *• * 


M- 


SOM 


lara nil nnnli nil mil 
i wlflii CmiuwwQ 

"Kuaftyume" 

ISRAEL 


Syria, the main power bro- 
ker in the area, are sceptical, 
the statements reflect a shift 
in public opinion inside 
Israel. Israelis have grown 
increasingly weary of a war 


of attrition with Hizbollah, 
the Lebanese Islamist 
movement fighting to oust 
Israel from its self-declared 
security zone. 

"The public is now back- 
ing the government and tell- 
ing them that we take 
responsibility for whatever 
happens alter a withdrawal," 
said Mrs Sela. whose group 
has demonstrated across the 
country each week since its 
founding. “I only hope that 
the government is serious, 
and not just paying lip ser- 
vice ." 

According to a poll broad- 
cast this week on a popular 
Israeli talk show. 47 per cent 
of all Israelis back a unilat- 
eral withdrawal and 42 per 
cent are opposed. Among 
Israeli Jews, support for a 
unilateral pulloai is lower at 


37 per cent, .but still signifi- 
cantly higher than one year 
ago. 

Even more Israelis, say 
experts, would back a with- 
drawal if security arrange- 
ments were made. And sup- 
port for a swift pullout from 
the IS kilometre-wide zone 
Israel set up in 1985 after its 
full-scale invasion of Leba- 
non, now crosses political 
lines. 

The shift has been fuelled 
by Israeli losses, including 12 
elite commandos killed in a 
bungled raid on Lebanon 
last September. 

“Israel has lost this war of 
attrition," said Abraham Dis- 
kin. a political science pro- 
fessor at the Hebrew Univer- 
sity of Jerusalem. “Public 
opinion is no longer capable 
of absorbing some 30 Israeli 


casualties a year." 

But Syria and Lebanon, 
which have seen many times 
more civilian casualties from 
Israel's operations north of 
the border, are still uncon- 
vinced that Mr Netanyahu is 
serious about translating the 
public opinion shift into 
action. 

According to the recent 
statements. Israel is now 
explicitly committed to 
United Nations resolution 
425 made in 1978 after Opera- 
tion Litani, when Israel 
invaded Lebanon after 
Palestinian guerrillas 
carried out cross-border 
attacks. 

But Lebanon and Syria say 
the resolution, which calls 
for Israel’s “withdrawal 
forthwith" means the Jewish 
state must pull back its 


troops unilaterally, uncondi- 
tionally and without negotia- 
tions. 

In addition, it is still 
unclear what is motivating 
Israel Some Israeli political 
analysts have said Mr Netan- 
yahu is trying to divert 
attention from the stalled 
Israel i-Palestinian peace 
talks. They say his state- 
ments could prove popular 
at home and abroad 
but are unlikely to 
lead to a withdrawal 
without comprehensive 
talks with Syria. 

Meanwhile, tit-for-tat fight- 
ing between Israel and Hiz- 
bollah continued as usual 
yesterday, with Hizbollah 
attacking Israeli outposts 
and Israel launching air 
raids on suspected Hizbollah 
targets. 


NEWS DIGEST 


RWANDA GENOCIDE 


France sets up inquiry on 
backing for Kigali regime 

A French parliamentary commission has bean sot up to examine 
France's military role In Rwanda from 1990 to 1994, when Hutu 
extremists titled up to 800,000 Tufsis and moderate Hutus. The 
commission, agreed yesterday after growing pressure from 
left-wing deputies and Intellectuals, will be purely informative. But 
it Is Intended to establish whether France, and other nations, 
were aiding the then government in fOgafi and whether they knew 
of the genocide. 

France b being pressed to testily about the Rwandan genocide 
before the international tribunal now in session at Arusha, Tanza- 
nia. Until now the French defence ministry has refused to allow 
troops to testify. 

Le Figaro newspaper has reported that France supplied military 
equipment to toe Rwanda government even when it knew of 
mass killings. Robert Graham, Paris 

KENYAN FRAUD ALLEGATIONS 


Goldenberg court case opens 

The court case Into Kenya’s Goldenberg scandal, one at the 
issues behind last year's suspension of multilateral aid, yesterday 
opened in Nairobi after years of legal wrangling. 

Four defendants including Kamtesh Patini, a wen-connected 
Asian businessman, a former Treasury permanent secretary and 
two former senior central bank officials, pleaded not guHty to 15 
counts of theft, fraud and forgery. 

The four are accused of stealing KSh&Bbn (SI 10m at today’s 
exchange rate) - money pa id by the state in compensation for 
exports of gold and diamonds In 1992 and 1993 by Goldenberg 
international, Mr Patters company. 

Under an agreement signed by George Saitoti, the then finance 
minister, compensation was allegedly paid above the going rate 
for exports that often cBd not exist. 

The Kenyan authorities have come under increasing pressure to 
put an end to six years of legal squabbling and foot-dragging 
over the Goldenberg case by the International Monetary Fund, 
reluctant to commit further tends to a government widely per- 
ceived as ridcfled by corruption. 

On a recent mission to Kenya, IMF officials ruled out early 
resumption of a $21 5m structural adjustment loan suspended last 
August over “governance Issues", and said they would be closely 
watching Goldenberg developments. MicheJa Wrong, Nairobi 


ZIMBABWE PROTEST 


Most workers join stayaway 

The first day of the two-day stayaway organised by the Zim- 
babwe Congress of Trade Unions (ZCTU) was observed by most 
workers, trade union and business spokesmen said. ZCTU said 
80 to 90 per cent of workers stayed at home while a business 
spokesman put the absentee rate at more than 70 per cent A 
government spokesmen claimed these figures were an exaggera- 
tion. Harare and other man centres were quiet and there was Bttie 
overt evidence of the police. 

Nathan Shamuyarira, Industry minister, repeated government 
accusations that the strike was a white-organised plot He 
accused white employers of locking out their black workers 
whom, he said, had found offices and factories dosed when they 
reported for work. The government would “punish" employers 
gutty of such behavior. Tony Hawkins, Harare 
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Unfair challenge by no. 4? 


We're often accused of going over the top. But many a 
doughty travel manager knows the benefit of having 
someone on your side who is prepared to kick the rest 
around in order to get the right result. 

Simply choosing a big name to keep things moving in the right 
direction doesn't always cut it. does it? What do you do when 
they don't seem to want to get involved? When they obviously 
tail to understand exactly what you need? Your selection 
policy can quickly leave you looking a little vulnerable. 

Portman are no 4. We're different And we're good. This 
means that today more and more companies are putting our 
name first on the sheet when it comes to choosing an 
effective travel management service. 

We aim to be in the thick of the action when it comes to 
controlling our clients travel spend. Of course. as the UK's 
largest independent, frequent bookings are very much 
routine for us. 


And our distribution is impressive, with a nationwide 
network of offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and 
approach to ensure we score where others don't. 

This tends to mean that the recalled -star signings' cry foul 
when they learn we're on the same pitch. Because they don’t 
like to lose. So perhaps it's time to select the only player 
who can consistently take on the opposition - and beat them. 

Pick the right team. Speak to Portman. 

Can Lesley or Brian on 0800 732 16Z7 
E-mails lcoHinsOportmantrawalxo.uk 
or blawlerOpoTtmantravel.co.uk 
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Gates 


By Loaise Kehoe 
ta San Francisco 

The US government should 
be “extremely wary” of regu- 
lating the computer software 
Industry. Bill Gates warned 
yesterday as he doggedly 
defended Microsoft's bnsi* 
ness practices before a hear- 
ing of the Senate Judiciary 
committee. 

Despite the scepticism of 
lawmakers and in particular 
Senator Orrin Hatch, chair- 
man of the committee, Mr 
Gates refused to concede 
even that Microsoft held a 
monopoly in the market for 


fights 

personal computer operating 
systems. Microsoft Windows 
is installed on an estimated 
97 per cent of new PCs. 

However, Jim Barksdale, 
the chief executive of Net- 
scape Communications, 
Microsoft's biggest rival in 
internet software, raised 
chuckles when he called for 
a show of hands from the 
audience on how many used 
PCs - a lot - and of those 
how many did not use Micro- 
soft software - none. It was 
one of the lighter moments 
during an intense session in 
which, as Senator Edward 
Kennedy put it: “You are 


in the bull's eye, Mr Gates." 

The hearing come as the 
Justice Department contin- 
ues to investigate Microsoft 
Justice officials have said 
they are considering bring- 
ing a broad antitrust lawsuit 
against the company. A total 
of 27 state attorneys generals 
are also now probing Micro- 
soft’s activities and active 
investigations are also under 
way in Europe and Japan. 

However, Mr Gates, who 
has often lost his temper 
when questioned about anti- 
trust issues, was unusually 
calm, as rivals and several 
committee members pep- 


pered him with criticism and 
pointed questions. 

Scott McNealy. chief exec- 
utive of Sun Microsystems, 
which claims to be the only 
computer manufacturer not 
to offer Microsoft software, 
urged vigorous enforcement 
of antitrust laws against 
Microsoft. “The software 
Industry isn’t any different 
from the railroads, oil or 
telecommunications," the 
same antitrust laws should 
apply, he said. 

Competition could be sti- 
fled if the Justice Depart- 
ment is not vigilant about 
enforcing current antitrust 


laws, Mr McNealy said. “We 
are not asking for any help 
from the government, what 
we want is enforcement of 
the law: aggressive, brisk 
and current scrutiny," of 
Microsoft. Without such 
enforcement, there would 
inevitably be calls for gov- 
ernment regulation, he said. 

Mr Barksdale of Netscape 
accused Microsoft of "target- 
ing our company. They have 
tried everything they can to 
put us out of business," he 
said, quoting reported state- 
ments by Microsoft execu- 
tives. Still, Mr Gates main- 
tained that there was 


the PC software market 
“Our products have a very’ 
short lire time. The question 
is whether we replace them 
or does somebody else.” 

But ending Microsoft’s 
Windows monopoly would 
be “as easy as switching the 
national language of the 
USA," said Mr McNealy sar- 
castically. The hearing 
comes amid widening con- 
cern among policymakers 
that Microsoft may become 
the “gatekeeper" of the 
internet. 
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to ward off regulation 

"plenty of competition." in 


Clinton and the Republicans 
limber up for tough session 

The combination of a full agenda, elections and an impeachment 
probe will make it a year to remember, writes Gerard Baker 


O ver the coming months 
Congress will vote on a 
wide range of critical 
domestic and international 
legislative Initiatives in 
what could prove to be its 
most consequential session 
for many years. 

Its members, who returned 
to Washington last week, 
will decide on increasing US 
contributions to the Interna- 
tional Monetary Fund, 
enlargement of Nato, 
tobacco legislation, reform of 
the Internal Revenue Service 
and some education mea- 
sures. 

On top of that they will 
have to approve the federal 
budget for 1998-9, and decide 
whether they want to 
endorse a number of politi- 
cally contentious budget pro- 
posals from President Bill 
Clinton. 

All this legislation will be 
considered in an atmosphere 
of heightened political ten- 
sion. Mid-term congressional 
elections are held this 
autumn far the entire House 
of Representatives and a 
third of the Senate. The 
Republicans hope to hold on 
to their majorities in both 
chambers - perhaps even 
strengthening their grip on 
the Senate. 

But towering over the elec- 
toral and legislative calcula- 
tions is the outcome of the 
continuing Investigation of 
President Clinton over the 
alleged affair with former 
White House intern Monica 
Lewinsky. 

This unusual confluence of 
a full legislative agenda, con- 
gressional elections and a 
presidential impeachment 
investigation Is likely to 
ensure a return to a more 
traditional and recognisable 
form of American politics 
this year. 

In place of the largely 
bipartisan approach pursued 
by president and Congress 
last year, 1998 is shaping up 
to be one of the most aggres- 
sively partisan congresses In 
recent years. 

The legislative programme 
will be dominated by discus- 
sion of the president's bud- 
get. 

The end of the long period 
of public deficits has enabled 
Mr Clinton this year to pres- 
ent a much more tradition- 


ally Democratic approach to 
fiscal soda! policy. His bud- 
get contains a range of pro- 
grammes that involve a mod- 
est but significant expansion 
of the role of government - 
in Medicare (health insur- 
ance for the elderly), in edu- 
cation and In childcare. 

In the same Democratic 
vein, some of this extra 
spending is to be paid for by 
an increase in taxes, espe- 
cially on tobacco. Most 
important of all, the presi- 
dent has called on Congress 
to save the surpluses that 
are expected to emerge in 
the next 10 years to shore up 
the social security budget - 
the state pension - which 
faces serious financial prob- 
lems in the next century. 

“In the past President 
Clinton has compromised 
with Republicans In Con- 
gress,” says Kevin Phillips, a 
political analyst. "Now be is 
presenting a distinctive 
agenda for government that 
will be popular, and chal- 
lenging them to vote it 
down." 

O n cue. Republicans 
instantly attacked the 
range of proposals. 
Conservatives have argued 
that the surpluses should be 
given back to the taxpayer 
In the form of tax cuts. 

But they know they have 
to tread carefully. Many of 
these programmes are 
highly popular, and in an 
election year they are reluc- 
tant to cast themselves as 
the enemies of social pro- 
grammes voters seem to lflcp 
It is another tribute to 
President Clinton’s political 
skills, that at the same time 
as presenting a budget much 
more to the liking of Demo- 
crats than his previous 
efforts, he has also managed 
to split the Republicans. 

"The president has pro- 
posed a popular measure 
that has caught the public's 
imagination,’’ says one mod- 
erate Republican. 

According to the view of 
this senior party official, the 
likely outcome Is that con- 
gress will agree to save bud- 
get surpluses to pay off debt 
and assist social security in 
the long run. The fate of Mr 
Clinton's other proposals are 
unclear. 


Republicans are unlikely 
to agree to use a tobacco tax 
increase to fund other pro- 
grammes, but there are signs 
they may try to ou tflank the 
president on one social pro- 
gramme - using the money 
raised to pay for extra spend- 
ing on health. 

But for all the worthy pol- 
icy talk, the great unknown 
In Washington is still the 
outcome of the investigation 
of the president 

Kenneth Starr, the inde- 
pendent prosecutor, is work- 
ing his way gradually 
though a legal process that 
most legal analysts believe 
will eventually result in 
charges of some form - how- 
ever minor - of criminal 
activity 

But though the allegations 
- of perjury, or obstruction 
of justice - win be couched 
in legal terms, the decision 
whether to pursue them is a 
political one, since it is the 
House of Representatives 
that must decide on whether 
to impeach a president 

If Ah- Starr produces a case 
for impeachment. Republi- 
cans will be under heavy 
pressure from their own sup- 
porters to press it to its legal 
conclusion. 

But if the president’s pop- 
ular approval ratings remain 
where they are - higher 
than ever - most Republi- 
cans will have no s tomach 
for a fight they know could 
damage them badly in 
November. 

In any case some Republi- 
cans believe even a success- 
ful impeachment would not 
be in their interests. They 
would rather have a 
wounded Democrat presi- 
dent stumbling on to 2000 
than an invigorated new 
incumbent 

Either way, the stage is set 
for a prolonged legislative 
and political struggle 
between president and Con- 
gress that win be crucial in 
determining what happens 
in November's elections and 
beyond. 

In the end, unless Republi- 
cans are emboldened to go 
for Mr Clinton, that struggle 
looks as though it will be 
more about social policies 
and legislative priorities 
than sex and lies. 



Jordan 

faces 

grand jury 

By Bruce Clark 
in Washington 


The White House voiced 
confidence yesterday that its 
version of the Monica 
Lewinsky story would be 
vindicated by testimony 
from Vernon Jordan, the 
lawyer. lobbyist and 
Washington power-broker. 

Mr Jordan, a former 
civil-rights activist who is 
one of Washington's most 
influential lawyers, declined 
to answer reporters' 
questions as a grand jury 
began question- 

ing him about his efforts to 
find work for Ms Lewinsky, 
the former White House aide 
who is alleged to have had 
an affair with Bill Clinton. 

He was expected to face 
close interrogation about the 
reasons why be used his 
huge network of contacts to 
help Ms Lewinsky search for 
a job. 

Investigators are expected 
to scrutinise Mr Jordan's 
assertion that he sought and 
received assurances from the 
president and Ms Lewinsky 
that their relationship did 
not involve sex. 


Congress ends hopes of 
fast-track IMF funding 


By Nancy Donne h Washington 

The US Administration's 
hopes far swift agreement by 
Congress to providing 
$17.9bn to the International 
Monetary Fund were dealt a 
blow yesterday when a key 
senator said most of the 
request would be subjected 
to extensive debate. 

Senator Mitch McConnell, 
chairman of the Senate 
appropriations subcommit- 
tee which has authority over 
the request, said the $14^bn 
the administration has 
requested to increase IMF 
funding should not come to 
vote until Congress has the 
time to assess compliance by 
countries which have 
recently received large IMF 
loans with the accompany- 
ing conditions. 

However, he was prepared 
to move ahead with a $3.4bn 


payment for a new. IMF 
emergency fund. * . 

The $l4.5bn is the US con- 
tribution to a $90bn expan- 
sion of IMF resources in the 
wake of the Asian economic 
crisis and the risk of conta- 
gion around the globe. 

“The urgency of the case 
for the I$l4.5bnJ, in my view, 
bas not been made,” he said. 
Senator McConnell's posi- 
tion has significant support 
in Congress, including that 
of Senator Trent Lott, the 
Republican leader. 

Mr Robert Rubin, treasury 
secretary, and Mr Alan 
Greenspan, chairman of the 
Federal Reserve Board, 
argued that the full $17.9bn 
contribution was needed in 
the event of the Asian crisis 
spreading. Other countries 
would then quickly approve 
their own contributions. 

Mr Rubin said that while 


the IMF has about $45bn in 
uncommitted resources, only 
$10bn to $i5bn is available 
because $30bn-S35bn must be 
held in reserve to accommo- 
date withdrawal by mem- 
bers. 

• The index of Leading 
Economic Indicators, a mea- 
sure of likely trends in the 
US economy, was unchanged 
in January to show a moder- 
ating pace of economic 
growth, the Conference 
Board said yesterday, Renter 
reports. The private busi- 
ness research group, based 
in New York, said the lead- 
ing index was unchanged in 
January for the second con- 
secutive month. It last rose 
in November, by 0.1 per cent. 

"The leading indicators 
point to moderation of the 
expansion and low risk or a 
recession in 1998." the group 
said in a statement 


NEWS DI GEST 

CHILEAN CONGRESS 

Senate seat for Pinochet 
opposed by centre-left 

With a week to go before General 
Chile's former dictator, leaves the army command, his 
opponents are making a last-minute attempt to stop him 
taking a life seat in the Senate. Yesterday a group of 
congressmen from the governing centre-left coabtiou were 
due to present a formal objection to the Senate and to the 
constitutional tribunal. They argue that because gen- 
eral was never elected to the presidency, he is not entitled 
to a senate seat as a former president. .... 

But both the Senate and the tribunal, which is the final 
authority on all constitutional matters, are politically 
weighted towards the right, and will almost certainly over- 
rule the objection. The centre-left is also attempting to 
spur public debate by requiring the general to make a 

sworn declaration of his goods and properties. He appar- 
ently made such a statement when he took power in Sep- 
tember 1973. as did the heads of the navy, ai r force and 
noli™ That declaration has "disappeared”, according to 


PARAGUAY ELECTIONS 


Ruling party seeks delay 

Leaders of Paraguay’s ruling Colorado party are seeking to 
delay the May 10 presidential elections by at least 60 days 
because of the bitter internal feud over who will be the 
party’s presidential candidate. Luis Argafia, the hardline 
party president and leader of its biggest faction, told a Col- 
orado convention this week that delaying the elections was 
within the power of the country’s electoral trib unal , and 
would not run counter to the constitution. 

The internal tensions are causing growing alarm in the 
region. Argentina at the weekend issued a c omm u ni que 
"respectfully” re minding Paraguay that the countries in 
Mercosur, the Southern Cone customs union which also 
includes Brazil and Uruguay, are obliged to abide by 
democracy under the terms of their membership. The dis- 
pute within the Colorados, who have ruled Paraguay for 
over 50 years, was sparked by the victory of former Gen- 
eral Lino Oviedo, a fiery populist, in last September's party 
primaries. Ken Warn, Buenos Aires 


US ECONOMY 


Leading indicators unchanged 

The Index of Leading Economic Indicators, a measure of 
forthcoming trends in the US economy, was unchanged in 
January to show a moderating pace of economic growth, 
the Conference Board said yesterday. The private business 
research group, based In New York, said the leading index 
was unchanged in January for the second consecutive 
month. It last rose in November, by 0.1 per cent. 

“The leading indicators point to moderation- of the (eco- 
nomic) expansion and low risk of a recession in 1998,” the 
group said in a statement. Five of the 10 indicators that 
make up the leading index rose in January, with the most 
significant increases in the money supply, manufacturers' 
new orders of non-defence capital goods and consumer 
expectations. 

The biggest negative contributors to the leading index 
were manufacturers' new orders of consumer goods and 
materials, the Interest rate spread and vendor perfor- 
mance. Renters, Washington 


AMERICA’S RICH-POOR GAP 


Education the key, says report 

Education - and particularly pre-school and school educa- 
tion - is the key to tackling America's widening gap 
between the rich and the poor, according to a controversial 
study published yesterday by the Urban Institute. The sin- 
gle-minded concentration on growing income inequality 
since the mid-1970s has "missed the story 1 ’ about improved 
social mobility in the US in recent years, according to Isa- 
bel SawhilU a senior economist at the Brookings Institu- 
tion and Daniel McMurrer a researcher at the American 
Society for Training and Development. 

In a report which challenges conventional views of both 
left and right about economic and social mobility in Amer- 
ica, they argue that contrary to many perceptions “oppor- 
tunities for the less privileged to move up the ladder have 
become more widely available”. Lifetime income inequality 
for individuals has increased, they conclude. But between 
generations, inherited advantages of class, gender and race 
now play a much smaller role in the success of individuals 
than in the past. "In this sense." they say, “opportunity 
has increased.” Nicholas Timmins, Washington 


To find out, visit 

www.kyocera.co.jp 
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UK 


US bookseller’s plans may trigger price war 


By Aflce Rawsffrnm n Lnmfr m 

^nazon, the company which has 
pioneered the development of 
internet bookselling in the US. is 
considering proposals to set up’an 
operation in the UK as a base for 
6x P a hsion- into Europe. - 
At present, Amazon, which 
oners over 2L5m books for sale by 
mail order at discounts of up to 40 
per cent on its internet site, snp- 
plies overseas customers, inchid- 
mg those based in the UK, from 
its US headquarters in Seattle. 


The company is now mulling 
plans to establish a permanent 
UK distribution centre in order to 
provide a faster, more ^mn^nt 
service. Amazon sent a general 
e-mail to all its UK subscribe** 
yesterday, waking for their com- 
ments on tiie proposed UK launch. 

Amazon's plans come at a tur- 
bulent time for the UK book mar- 
ket. Traditional booksellers, 
-including Waterstone’s and Dil- 
lons. recently launched internet 
bookstores Id an attempt to ward 
off competition from US-based vir- 


tual bookshops, inclucfing Amazon 
and the online operation ran by 
the Baines & Noble book chain. 

hast week. Waterstone’s 
unveiled plans to merge with 
Dillons. It and other UK book 
retailers are braced for the arrival 
of Borders, one of the most 
aggressive US booksellers, when it 

opens its first UK superstore cm 

London's Oxford Street tins sum- 
mer, followed by one in Leeds, in 
northern England. Barnes & 
Noble also plans to export. its UK 
book superstores to the UK. 


' The UK book trade’s chief con- 
cern is that the US invasion could 
trigger the repetition of the price 
war that has ravaged the North 
Ameri c an book trade. Borders and 
Barnes have both deployed dis- 
counting to accelerate their 
expansion in the US, 'forcing: hun- 
dreds, of independent booksellers 
to dose. 

Amazon’s arrival in the UK 
would increase the likelihood, of 
price warfare. Internet booksellers 
can afford to cut prices, because 
their pr op erty and staff, costs are 


much lower than those of convert 
tional retailers. 

Founded four years' ago by Jeff 
Bezos, a former Wall Street ftmd 
manager. Amazon has adopted a 
strategy of offering many books at 
deeper discounts than either 
Barnes and Borders' superstores, 
or other online retailers.. 

The adoption of similar' tactics 
in the UK, where Amazon already 
has fairly high brand awareness 
among regular book buyers, could 
destabilise the market. • • 

Another concern is that Ama- 


zon. which recently unveiled 
plans to sell music online, might 
sell the US editions of books, gen- 
erally cheaper than the UK ver- 
sions and often published earlier, 
from Its UK base. Tills could put 
pressure on UK publishers to syn- 
chronise publication dates, and 
possibly prices, with the US. 

The Publishers Association, 
which represents the UK book 
publishers, recently warned that 
selling the US editions of books 
also available in the UK could 
constitute a breach of copyright. 


FOOD EXPORTS GOVERNMENT- WILL LAUNCH I NITIATIVE TO M ARKET REG ION AL DAIR Y SPECIALTIES^ 

Drive to cut $700m cheese deficit 


By ASson MaMandbi London 

An initiative to delightthe 
non-Bri tish palate with.. UK 
regional cheeses such as 
Ticklemore and Tobermory 
Tuckle will be launched by 
the government today. ■ 

The. export wnri marketing 
drive is hgfng promoted by 
Lord Donoughue, minister 
for food trade, who is 
alarmed ; at the UK's 
“mind-blowing" £420m 
($7Q0m) trade deficit in 
cheese. 

“British cheeses are really 
superb, especially in the 
range of regional • speciality 
cheeses," said the gourmet 
Lord. “Yet the industry has 
been inward-looking, not 
export-oriented." • 


Today, representatives of 
35 large and small cheese 
manufacturers will gather in 
. Swindon, Gloucestershire, 
112km to the south-west of 
London, for an agriculture 
ministry seminar to market 
cheese. 

. The UK produces about 
500 cheeses — a figure to 
. rival France. But many' are 
sold only locally and do not 
reach domestic supermar- 
kets, let alone cross the 
coastline. Last year, exports 
accounted for only 12 per 
cent of output Exports last 
year, stilled by the strong 
pound, were down to £109rru 
compared with imports' of 
£530m. 

Hard-pressed cheese 
exporters are also hampered 


by European Union milk 
quotas, which limit UK milk 
production, and world trade 
restrictions cm dairy exports. 

Yet Lord Donoughue 
believes the oppor tun ities in 
central Europe and the EU, 
are too good to miss. “We 
have only to get five British 
cheeses into France to make 
a dramatic difference." he 
said. 

Specialist producers, too 
small to have individual 
marketing expertise, could 
organise fatn regional map 
keting co-operatives, he 
suggested- Another solution 
was to persuade UK super- 
market groups with 
operations in central Europe 
to promote regional cheeses 
on their shelves. 


Jason Hinds, export man- 
ager of Neal’s Yard Dairy, in 
south London, a specialist 
food company, said British 
cheese had a bad image 
abroad because low quality 

fThPrirtar and SttitCBl had for 

years been “dumped" in 
markets such as the US. 

Neal’s Yard, which sells 
about 50 tonnes of farm- 
house and traditional 
cheeses to the US annually, 
has built its exports by 
liaising effectively with spe- 
cialist retailers. 

• For the uninitiated, Tick- 
lemore is a goat’s cheese 
from Devon, in the west of 
England, and Tobermory 
Tuckle is from the Isle of 
Mull, off the west coast of 
Scotland. 





Gourmets defigfrt Heats Yard Dairy dtepisys farm cheeses from afl over Britain Ashby Ashwood 



Economy on the turn sets rates poser for central bank committee 


Monetary policy group 
faces early test of its 
credibility, Wolfgang 
Munchau writes 

M ost of the time the task of 
setting UK interest rates is 
relatively straightforward. 
The exceptions are when the econ- 
omy is taming. -Most analysts 
believe this js such a tfmn 
For the monetary polity com- 
mittee erf the Bank of England, the 
UK central -bask. which has . its 
monthly meeting today and 
tomorrow, the currant environ- 
ment is an early test of its cretfr 
hility and Judgment - 
' Economists are -divided over 


whether the MFC has lived up to 
the expectations that prevailed in 
May when Gordon Brown, the 
chancellor of the exchequer, gave 
operational independence to the 
Bank of England. 

Since June, when the MPC first 
met, interest rate decisions have 
become progressively more diffi- 
cult. The economy has been tom 
in two directions by a manufac- 
turing sector on the brink of 
recession and a service economy 
virtually out of control. 

Financial markets tended to 
give the MFC the benefit of the 
doubt, although some scepticism 
is beginning to creep in even 
among the supporters. 

- Michael Saunders, economist at 


Salomon Brothers, the US securi- 
ties firm, gaiit the committee had 
acted with “reasonable consis- 
tency”. But he added: “While the 
MPCTs market credibility is very 
high, there has not yet been a 
breakthrough in its public credi- 
bility." 

He pointed out that public infla- 
tionary expectations had 
Increased since independence, in 
contrast to what might be expec- 
ted. Independent central banks, 
such as the Federal Reserve in the 
US or Germany's Bundesbank, are 
usually ' associated with lower 
Inflationar y expect ati ons. 

According to a quarterly Bar- 
clays bank survey, inflationary 
expectations in the general popu- 


lation are at 5u2 per cent This 
c ont ra sts sharply with the pub- 
lished infla tion figures: underly- 
ing inflation was 25 per cent in 
January and is forecast to rise 
only moderately this year and 
next 

The differing expectations sug- 
gest the public would not perceive 
the current level of real interest 
rates as unreasonably high or 
even as a disincentive to 
spending. 

Since June, the MPC has pur- 
sued the policy of small frequent 
steps. It raised interest rates four 
times by 25 basts points each to a 
level of 7.25 per cent Economists 
are divided about whether it will 
raise rates again tomorrow. 


Alison Cottrell, economist at 
PaineWebber, the US securities 
group, said: “Credible central 
hanks raise rates quickly and cut 
them quickly. The MPC moved in 
small steps and in the process 
they pushed up the pound by 
more than would otherwise have 
been the case." 

The first split in MFC’s vote, 
which occurred at the January 
meeting, was interpreted as a 
boost of its credibility - evidence 
that it was not just a rubber- 
stamping body. 

But this credibility-boosting 
exadse was questioned when it 
became known that the four 
“insiders” - the governor and the 
other Bank officials - cast a block 


vote against higher rates. Since 
Mervyn King, the Bank's chief! 
economist, has the reputation of; 
being the most hawkish member 
of the committee, this strange vot- 
ing pattern generated more ques- 1 
tions than answers. 

Central banks with a long track 1 
record, such as the Bundesbank 
and Federal Reserve, tend to be 
more confident, which itself 
anhanrpa their credibility among 
the public and the markets. They 
benefit from a virtuous cycle of 
credibility and action. 

New regimes, such as the MPC 
and the future European central 
bank, will first have to set a con- 
sistent record. Independence may 
help but is no guarantee in itself 


Minister 
sets date 
for start 
of works 
councils 


By Andrew Bolger, 

Emp l oyment Correspondent 

The UK will implement the 
European works council 
directive by the end of next 
year - but the government is 
anxious to give large 
employers as much time as 
possible to reach voluntary 
agreements with their work- 
forces. 

The directive, adopted by 
the other member states in 
1994 under the European 
Union’s social chapter, 
requires organisations with 
at least 1,000 employees to 
set up councils for informing 
and consulting their employ- 
ees at European level. 
Labour ended the previous 
government’s opt-out from 
the social chapter last year. 

About 100 UK-based com- 
panies are already covered 
by the directive, which 
applies to organisations that 
have at least 150 employees 
in two or more of the origi- 
nal signatory states. The 
number of UK companies 
covered will roughly double 
when the directive is imple- 
mented. 

Ian McCartney, trade min- 
ister. said: “The government 
is keen to consult widely on 
how best to implement this 
measure and we aim to 
launch a full public consul- 
tation towards the end of 
this year. Draft regulations 
will be laid before parlia- 
ment next year and come 
into force on December 15 
1999." 

Companies affected by the 
directive for the first time 
have the option of establish- 
ing agreements with their 
employees before the mea- 
sure is implemented. They 
will then not need to comply 
with the detailed provirions 
erf the directive itself. 

Mr McCartney said: “This 
is an important flexibility 
which will help to ensure 
that the arrangements estab- 
lished are tailored to the cir- 
cumstances of individual 
companies and their work- 
forces." 


TO SURVIVE OUT HERE, THERE ARE AMY 
NUMBER OF THINGS YOU MIGHT FIND USEFUL. 
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Millennium bomb ‘fix’ set 



By Alan Cane 


The projected cost of 
defusing the millennium 
“bomb" in central govern- 
ment has risen 6 per cent to 
£393m ($655. 3m) since 

November with some agen- 
cies reporting threefold 
increases in their original 
estimates, departmental 
reports published yesterday 
reveal. 

With just 21 months until 
the turn of the century, how- 
ever, the reports show that 
only about £35m of the total 
has been spent and some 


departments are still revis- 
ing their estimates. 

The Employment Service, 
for example, which planned 
to spend £23. Im says: “The 
position at present is very 
Quid as new areas of consid- 
eration require impact anal- 
ysis and an assesment of 
resourcing require- 
ments ... At present. £23m is 
as accurate an estimate as 
possible". 

Computer experts said yes- 
terday that the small expen- 
diture to date indicated 
departments had yet to come 
to grips with the full extent 


of the problem. David Clark, 
public services minister with 
responsibility For the com- 
puter problem said, however, 
that departments were mak- 
ing good progress: “By open- 
ing the books for all to see. 1 
am setting an example to 
others to take this issue seri- 
ously. I remain concerned 
about slippage in the compli- 
ance plans of some depart- 
ments." 

The “bomb" is a result of 
software techniques which 
render most computers inca- 
pable of distinguishing 
between centuries. The con- 


sequences are not fully 
understood but there are 
fears that, uneorreeted. gov- 
ernment computers cuuld 
fail to pay pensions on time 
or calculate civil servants' 
salaries correctly. 

The department’s plans 
show the highways agency 
has raised its estimate from 
£4 .3m to £l4.3m after taking 
into account elements such 
as microchips in traffic con- 
trol systems omitted from its 
November calculation. The 
central computer and tele- 
communications agency- 
raised its estimate from 


£47 ,0»n to £333.220 while the 
Home OfTk'H now anticipates 
spending £20m rather than 
£17. 5 m. 

Top uf the list of spenders 
is the Ministry of Defence, 
which expects to spend 
£3j0m. while the Inland Rev- 
enue expects £26m expendi- 
ture. The social security 
department expects to spend 
£4o.6tu and claims its major 
systems will be "millennium 
compliant" by the end of 
August this year with its 
remaining systems in order 
13 months later. According 
to the reports. Si per cent of 


Ambitious upgrade plan tilts towards success 

New trains mark the technological turning 
point for rail, Charles Batchelor writes 


A s a senior British Rail 
manager on its West 
Coast main line. Ivor 
Warburton twice announced 
plans for an ambitious 
upgrading of services. On 
both occasions his ambitions 
were thwarted, once by an 
economic downturn and 
once by political pressure for 
the money to go elsewhere. 

Mr Warburton. now busi- 
ness development director of 
Virgin Rail, was yesterday 
on hand when Richard Bran- 
son. Virgin Group chairman, 
unveiled £I.85bn ($3.08bn» of 
orders for tilting trains to 
run on Virgin's West Coast 
and Crosscountry services. 

“The difference is that 
now I am confident that the 
plug will not be pulled,'' said 
Mr Warburton. Long-term 
contracts guaranteeing sub- 
sidies and private finance 
should mean the railways 
are no longer subject to 
short-term investment pres- 
sures. 

The new trains mark a sig- 
nificant step in the revitali- 
sation of Britain's railways. 
Virgin’s plans, launched 
with a fanfair in a London- 
hotel yesterday, envisage 
improvements Intended to 
put rail journeys on a par 
with air travel. 

The trains will mark a 
technological step change 
for Britain's railways- All 
the 55 electrically powered 
West Coast trains and just 
over half of the 77 diesel 
trains planned for Cros- 
scountry will tilt into curves 
to allow faster speeds on 


conventional winding track. 
When top speeds of 225kph 
on the West Coast are 
reached in 2005, the London- 
Glasgow journey time will 
fall from 5 hrs 20 mins to 3 
hrs SO mins while the 
I25mpb trains on cross- 
country' routes will cut more 
than an hour off Manchester- 
Plymouth and 25 minutes off 
Birmtngham-N ew castle. 

The new West Coast trains 
will incorporate Fiat “pen- 
doiino" tilting technology 
now in widespread use 
throughout continental 
Europe. 

Bombardier, which will 
supply the Crosscountry 
trains, is another pioneer of 
tilt technology though it has 
fewer trains in use around 
the world than Fiat 

The two Virgin contracts 
have brought two new play- 
ers into the UK rolling stock 
market for the first time. 
Fiat, working with GEC Als- 
thom. will not only supply 
Virgin. It also hopes to 
clinch a deal for up to eight 
tilting trains for the East 
Coast main line. “This is the 
first time we have come into 
the UK in a big way," said 
Gianni Coda, managing 
director of Flat rail division. 

Bombardier, a diversified 
Canadian group which is 
number four in the world 
rolling stock rankings after 
GEC Alsthom, Siemens and 
Adtranz, also sees the Virgin 
order as an important break- 
through. 

Like other train orders 
placed since rail privatisa- 



Ahning for top 


of 225kptv. Richard Branson with a model of the tilting train 


Jason Onon 


tion, these will require the 
suppliers of the new t rains 
to undertake tbeir mainte- 
nance for the life of the fran- 
chise. To ease the introduc- 
tion of the new trains, they 
will also begin maintaining 
the existing fleet from the 
end of this year. 

GEC Alsthom and Fiat 
plan to assemble tbeir t rains 
at GECs Birmingham and 
Preston factories, keeping 
1.000 people in work. Bom- 


bardier will assemble at its 
Wakefield factory, where 700 
people will he kept busy’. 
Both groups will call in com- 
ponents from other Euro- 
pean plants. Locomotives for 
the 34 non-tilting cross coun- 
try tr ains will be supplied by 
General Motors of the US. 

The companies missing 
from yesterday's celebra- 
tions were Adtranz, which 
been competing with Bom- 
bardier for the Crosscountry 


deal, and Siemens, which 
had bid for the West Coast 
tr ain-; . 

Unlike Siemens. Adtranz 
already has a strong UK 
presence but the timing 
could not have been worse 
for Per Staehr, the compa- 
ny's new Danish chief execu- 
tive. He started his new job 
on Monday just as Bombar- 
dier and Virgin were negoti- 
ating the final clauses in 
their deal. 


Virgin Rail looks to finance leasing deals 


By Charles Batchelor in London 

Virgin Rail will today launch 
a campaign to raise £800m to 
£8 50m ($l.4bn) of leasing 
finance for 132 new trains it 
has ordered for its Cross- 
Country and West Coast 
Main Line franchises. 

This will be the largest 
rolling stock leasing deal to 
be arranged in the UK, 
although it pales in signifi- 
cance compared with the 
E2.5bn of aircraft leasing 
finance arranged by Virgin 
Atlantic last year. 


Virgin will approach the 
three rolling stock leasing 
companies (roscos) created 
on the privatisation of Brit- 
ish Rail as well as other leas- 
ing groups, investment 
banks and commercial 
banks, said Patrick McCall. 
Virgin Rail planning direc- 
tor. 

Angel Train Contracts, 
part of Royal Bank of Scot- 
land. has been advising Vir- 
gin on the leasing deal It 
has an option to take up 50 
per cent of the financing, if 
it can match the best terms 


offered, although it could 
take more if the terms were 
right. 

The funds needed repre- 
sent £3G0m to £350m to 
finance the capital cost of 77 
trains for Crosscountry 
routes and £500m for 55 
trains for West Coast ser- 
vices. 

Virgin is confident it can 
conclude a leasing deal of 
this size despite the question 
mark raised over the fund- 
ing of rail project's by last 
month's failure of London & 
Continental Railways to put 


together the finance for the 
£5.4bn Channel tunnel rail 

link. 

Although the two deals are 
very different, both hinge 
ultimately on the accuracy 
of the forecasts of passen- 
gers using the trains. “Our 
□umbers are conservative 
enough to make them easily 
financeable," said Will Wbl- 
tehora, director of Virgin 
Rail. “The numbers have 
been pored over." 

Virgin believes the deals 
with the rolling stock suppli- 
ers, GEC Alsthom, Fiat Fer- 


roviaria and Bombardier, for 
them to carry out £lbn 
worth of maintenance work 
on the new trains until the 
Virgin franchises expire in 
2012. will make the financial 
package attractive to the 
leasing industry. 

The manufacturers will 
also share in the risk that a 
subsequent franchisee might 
not want the trains. 

“These wiU really be finan- 
cing leases because we have 
taken the maintenance ele- 
ment out of the deals." said 
Mr McCall- 


650m 


departments expect to com- 
plete the work bv March 
iy99. 

There have been concerns 
that the departments are 
inadequately financed and 
resourced to tackle the prob- 
lem rigorously, but most 
seem confident they have 
the staff and the funds to 
complete the project. 

Ian Hugo, a consultant to 
Taskforce 2000, established 
by the previous government, 
said experience showed esti- 
mates of cost tended to rise 
between threefold and six- 
fold 12 months into a project 


Germans 
renew bid 
for tunnel 
rail link 

By Charles Batchelor in London 


Hochtief, the German 
construction company which 
beaded one of the unsuccess- 
ful bid consortia for the 
Channel tunnel rail link , 
may put in another bid for 
the project, it emerged 
yesterday. 

The company led the 
Green Arrow consortium 
comprising Siemens, the 
German engineering group, 
and Costain. the UK con- 
struction company. This was 
knocked out of the bidding 
in .July 1995 for demanding 
too much public subsidy. 

But following last month's 
failure of the London & Con- 
tinental Railways consor- 
tium to put together financ- 
ing for the project. Hochtief 
is keen to revive its consor- 
tium and put in a revised 
bid. 

“Hochtief is convinced 
that the Green Arrow bid for 
the rail link is still worth 
considering." said Karl 
Roennberg, a director. An 
important feature of the 
Green Arrow bid was that it 
was the only one among the 
four shortlisted schemes 
which did not rely on a mar- 
ket flotation of the project 

The failure of the Eurostar 
cross-Channel train service 
to achieve projected passen- 
ger numbers coupled with 
the need for an early flota- 
tion led to the collapse of 
LCR's fundraising efforts. 
The government rejected its 
request for an additional 
subsidy of £122bn ($2bn) but 
is now in renewed discus- 
sions with it and Rail track, 
owners of Britain's rail infra- 
structure. 

Hochtief said it has had 
informal contacts with its 
consortium partners over 
reviving its bid and they had 
expressed an interest. 

The problems facing the 
German group are the short 
period of time available and 
uncertainty over whether 
John Prescott, deputy prime 
minister, is willing to reopen 
the bidding for the projecL 
This will depend on the 
progress made in LCR’s dis- 
cussions by the March 31 
deadline set last week. 


NEWS DIGEST 


ENERGY 


Gas pipeline operator may 
face monopoly inquiry 

BG, Britain's monopoly gas ptpeUne operator. could face 
Monopolies and Mergers Commission inquiry ^as earfyas October 
as a result of a renewed offensive by Ofgas. the tndishy regula- 
tor. to complete the radical reform of Britain s gas nfoufifry. 

Clare Spottiswoode, the Ofgas director-general, plans to use 
the remaining eight months of her five-year term to press ahead 
with ambitious Industry reforms, even If it results in a new con- 
frontation wtth BG. - 

Ms Spottiswoode's “number one priority ttws summers to set 
a framework for the “unbundling" of Transc o's ga s metering 
monopoly as a prelude to Introducing competition m metering. 

If the two sides faked to reach agreement on a separate pnee 
control for Transco's metering business, Ms Spottiswoode said 
she would refer the matter to the MMC as eariy as Oetober.The 
regulator also wants to Introduce a new gas spot marketin the 
coming months that could also serve as a basis for a similar mar- 
ket in electricity. 

Ms Spottiswoode, who has overseen one of the most extensrve 
restructurings of any leading gas industry In the world, is resigned 
to the likelihood that the government will not ask her to stay for a 
second term. Ms Spottiswoode's belief in the power of market 
forces is ygjH to sit uneasily with the interventionist Instincts of 
some cabinet ministers. Robert Corona 

PENSIONS MIS-SELUNG 

Life assurer fined $877,000 

Brttanrtc Assurance was yesterday fined £525.000 ($877,000) for 
falling to review its pensions mb- selling cases adequately- The 
punishment, imposed by the Personal Investment Authority, 
equate the record fine on London & Manchester, another life 
assurer, two months ago. Both firms were also ordered to pay 
£125.000 In costs. 

PIA bases its fines on the size of the firm, the gravity of the 
offences and the firm’s attitude. The PIA acknowledged that Bri- 
tannic took steps to remedy its fallings last year and that it met a 
deadline of completing 90 per cent of Its top priority cases by the 
end of last year. 

Brian Shaw, Britannic ch»e4 executive, said: “We have got 
everyone In place now to make sure customer needs are being 
met We are carrying out the review in a robust way.’ 

PIA has fined 49 companies nearly £3m for offences related to 
mis- selling. Revenues from the process meant the regulator has 
been able to freeze its 1998 subscription fees at last year's level 
of £42m. C h ristopher Brawn-Humes, London 

MARKS AND SPENCER ALLEGATION 


Retailer wins libel action 

Marks and Spencer, the retailer, yesterday won its libel action 
against Granada Television over a World in Action programme 
which claimed the company used child labour and misled cus- 
tomers about the origin of garments made outside Britain. 

Granada agreed to make a pubfle apology and pay substantial 
undisclosed damages to Marks and Spencer following a decision 
of the High Court Jury about what It thought the programme had 
meant to say. The Moroccan factory Investigated by Granada had 
in the past lawfully employed a small proportion of 13-year olds 
and 14-year olds as apprentices. One consignment of pyjamas 
made at the factory was mts-tabetled "Made in the UK". 

Sir Richard Greenbury, chairman of Marks and Spencer, said 
after the hearing: “We are delighted at toe outcome of this case, 
which vindicates the decision to defend our reputation 
vigorously.' John Mason, London 


AUTOMATION 


Britain lags behind on robots 

The national robot population still lags behind many industrialised 
countries despite a 60 per cent rise In robot installations last 
year. 

The entire increase from 1,116 robots to 1.792 was absorbed 
by toe automotive Industry, leaving toe UK In sixteenth place 
behind Span, Norway and Australia, according to robot density 
statistics announced by toe British Robot Association yesterday. 
Non-automotive Industries, comprising food, medical and rubber 
and plastics applications, remained static with 518 robots. 

Robot density is seen as a useful measure of Investment In 
automation, which cannot otherwise be measured by volume or 
value. The UK has 16,6, against 38 in the US, Italy's 56, Ger- 
many's 79.3 and Japan’s 264.6. Gautam Malkani 


Mannesmann in 1997 


Portfolio enhanced, earnings higher 


I Result of ordinary 
activities up 70% 
to DM 1.7 bn 
I Higher dividend 

I Order intake increased 
by 16% 

Mannesmann boosted its result 
of ordinary activities in 1 997 by 
70% to DM 1 .7 bn. All four sec- 
tors, Engineering, Automotive, 
Telecommunications and Tubes & 
Trading, posted higher earnings. 
The net profit for the year of 
around DM 600 m is on a par 


with that of the previous year. 
Due to the decline in minority 
interests, the share of the net 
profit for the year attributable to 
Mannesmann shareholders has 
risen. Mannesmann intends to 
increase its dividend to DM 10 
per share. This is the fourth divi- 
dend increase in succession. 

Order intake and sales 
increased, very high level of 
investment 

Orders received climbed 1 6% in 
1 997 to DM 41 .4 bn, while sales 


rose by 1 3% to DM 39 bn. 

All sectors contributed to this 
improvement At the end of 
1997, Mannesmann had approx. 
1 20,400 employees (+1 %). 
investments reached a very 
high level, above all due to 
major projects in Telecommuni- 
cations. 

Portfolio enhanced 

Mannesmann again greatly 
strengthened and enhanced its 
product portfolio in 1997. in 
Engineering the bundling of our 


Group 


ian-Dec 

Jan-Dec 

Change 

performance 


1997 

1996 

ate. 

% 

Orders 

received 

DMm 

41,441 

35,708 

5,733 

16 

External sate 

DMm 

39,037 

34.683 

4,354 

13 

Domestic business 

DMm 

17,290 

15,039 

2.251 

15 

Foreign business 

DMm 

21,747 

19,644 

2,103 

11 

Employees (31.12.) 


120,380 

119,709 

671 

1 

Investments 

DMm 

8.714 

3,583 

5,131 

143 



plastics machinery activities in 
Mannesmann Plastics Machin- 
ery went into effect at the 
beginning of 1 998. We hold a 
leading position worldwide in 
this field. 

In Automotive the acquisition of 
Philips Car Systems will greatly 
increase the competence of VDO 
and enable it to cover a broader 
segment of the market Sachs 
has largely completed its process 
of optimisation and is now 
focusing on its core business of 
supplying automotive compo- 
nents. 

In Telecommunications the focus 
of attention was the acquisition 
of a stake in OliMan (Italy) and 
Cegetel (France). These measures 
will significantly strengthen 


Mannesman's position in the 
European telecommunications 
market. 

In Tubes & Trading a major 
decision aimed at securing the 
future development of the sector 
was taken with the formation of 
a joint venture with Vallourec 
for hot-roiled seamless tubes. 
Vallourec & Mannesmann Tubes 
is the top international player in 
its field. 

Details are contained in our 
Shareholders' Newsletter, which 
we will be glad to send to you 
on request. 


Mannesmann - 
working for your future 



mannesmann 

engineering 
automotive 
te I e comm unica tio ns 
tubes & tra dr rig - - - 


Mannesmann Aktiengesellschaft 
Presse und Information 
POStfech 103641 
D-40Q27 Dusseldorf 

Fax (2 11) 820 1846 
http'V/www.mannesmann.com 
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Beethoven from dawn to dusk 


Bnbsh music lovers know an too 
well from the examples of the 
Royal Festival HaD in London or 
toenew Bridgewater Han in Man- 
Chester, that the elusive science of 
acoustics and the art of architeo- 
uire do not always walk happily 
hand in hand. They have the 
same problem in Finland. 

The Finnish architect Alvar 
Aalto's Finlandia Hall in Helsinki, 
completed in 1P71, is a visual mas- 
terpiece, full or light, airy space, 
dynamic lines, dramatic asymmet- 
ric touches, thoughtful down to 
the last light fitting. But from the 
start the acoustic of the mam con- 
cert hall failed to measure up to 
its architectural hrfflianca 

But now the hall has been given 
a FM36m (£3m) overhaul in an 
attempt to improve its sound, part 
of a project that has also involved 
the renewal of the building's 
external marble cladding which, 
thanks to the climate, hart been 
steadily falling away. Visually, 
little has changed. The platform 


has been raised by 28 ems, and 
risers made more flexible. The 
gaps between the acoustic reflec- 
tors above the stage, which previ- 
ously allowed the sound to escape 
into the roof cavity, have b ee n 
plugged. The seating has been 
renewed - same design, different 
materials. The last of the carpets 
have been taken away. Some 
minor wall shifting at the back of 
the platform has tnfc<*n place, nar- 
rowing the available space for 
choirs or large percussion groups. 
And the bid electro-acoustic sound 
e nha ncement system has been 
replaced. 

The ban, with a fresh coat of 
paint or two, was recently re- 
opened after an eight month clo- 
sure with an extraordinary event 
The Helsinki Philharmonic 
Orchestra and the Tapiola Sinfo- 
nietta took it in turns to play all 
nine symphonies of Beethoven in 
six concerts spread over a single 
day, all under the direction of the 
conductor Leif Seg erst am. 


It was a festival made mare fes- 
tive by satellite activities: talks 
about Beethoven's deafness, a 
place for children to enjoy their 
own Beethoven-related activities, 
an exhibition devoted to Aalto (it 
continues for the rest of the year), 

There is no doubt 
that the feeling of 
closeness to the 
music has improved 
significantly 


a “ videogarden" concocted by 
installation artist Markku Hakurt, 
featuring metamorphosing images 
of Beethoven on ranks of moni- 
tors planted in columns in the foy- 
er’s piazza. Even the Helsinki City 
Library was involved. It opened a 
temporary branch, bringing along 
some of Its Beethoven stock. The 


public, encouraged by cheap 
ticket prices (£6 for the best seats 
in the house, £ 12 for the Ninth, 
and just £30 for the whole day), 
came in impressive numbers, even 
to the op ening concert at lOaxo. 

From the various seats I occu- 
pied throughout the day the 
sound was not at all bad. The elec- 
tronically en hawnwt resonance did 
have a distinct air of unreality 
about it, but at least it gave the 
music warmth, and, judging from 
memories of my- only previous 
visit about seven years ago, there 
is no doubt that the feeling of 
presence, of closeness to the 
music, baa significantly improved. 

In terms of balance, the accent 
has rightly been placed on blend 
rather than on clarity and perfec- 
tion in all registers and timbres, 
the sort of ambition that leads to 
disasters such as that at Bridge- 
water HalL The bass is a touch 
boomy, but not overly so, though 
In the Ninth the string sound in 
the octave around middle C 


lacked body. Woodwinds, how- 
ever, come across very well, and 
the brass, though clear, Is sensi- 
bly contained - no blaring, and no 
time delays from the haras either. 

The ear has to work hard to 
hear some inner details, but the 
details are at least there. 1 like 
that But it seems that from the 
conductor’s viewpoint things are 
rather different When, 1 asked 
Segerstam the next day bow he 
found the acoustic had changed 
his reply was not exactly couched 
in terms of hype: Tut it this way, 
it's not any worse." After FM28m, 
nor should it be. 

As for the performances, Seger- 
stam, a much admired figure in 
these parts and beyond, and 
teacher of most of the more prom- 
inent younger Finnish composers 
such as Salonen and Saraste, 
claimed that after all the build up 
and rehearsal the concerts had 
been like a release for him. For 
me the reality was different. In 
many works the orchestras 


sounded tired and under-re- 
hearsed. The opening movement 
of the Fifth lapsed into compla- 
cency, and the day was dotted 
with marginally misplaced 
entries, the odd squeak from the 
Tapiola Sinfonietta’s first clarinet- 
tist, a general feeling; that there 
was rather too much flying by the 
seat of the pants, 

Segerstam’s deliberate eccen- 
tricities - varying the tempo of 
the slow movement of the Ninth 
from variation to variation, exag- 
gerating ritardandos, and the rest 
- seemed to be incidents designed 
to give the impression of individu- 
ality rather that aspects of entire, 
deeply considered interpretations. 

What ultimately came across 
was not bo much the sensation of 
taking part in an epic journey 
through the maturing mind of the 
greatest composer of them all, hut 
a feeling that one was involved in 
a bit of a stunt. Many would claim 
that hearing all nine symphonies 


together would sharpen one's 
understanding. I disagree. Music's 
effect lessens if it is not allowed to 
occupy an adequate temporal and 
intellectual space. We are simple 
creatures. One thing at a time. 

Stephen Pettitt 


Song sandwiched 
with symphony 


MUSIC 


Shostakovich 
‘ i nwn flaa America* 

There are two big on-going 
musical series in London at 
the moment, both of them at 
the Barbican. These are 
long-term enterprises, which 
will be with -us the whole 
year, one the symphonies of 
Shostakovich, played by the 
London Symphony Orches- 
tra conducted by Mstislav 
Rostropovich; the other 
'Inventing America", aud it 
is. going to be interesting 
watching them collide with 
each other. 

The LSO has become as 
experienced at playing 
Shostakovich as any orches- 
tra in the west The two con- 
certs last weekend - Sym- 
phony No 4 on Thursday 
then 5 and 6 together on 
Sunday - caught the players 
on top form, boisterously 
brilliant as an ensemble, but 
also notable for some fine 
soloists, flute and first ham 
being especially . hard 
worked. 

Uncharitable it may be, 
but past experience of 
Rostropovich suggests that a 
high standard of technical 
excellence tike this is accom- 
plished as much despite his 
efforts as because, of them. 
As a conductor, what he 
brings to the music is enthu- 
siasm, whole-hearted, over- 
flowing, but undisciplined 
and uneven. 

2t is not surprising that his 
Shostakovich is highly per- 
sonal. A dose Mend cf the 
composer, he premiered 
some of his works, and lived 
and suffered under the same 
political regime. The wild 
Fourth Symphony seemed to 
me to respond to his living- 
for-th e-moment style, while 
the Fifth and Sixth are more 
classically minded sympho- 
nies that gain strength from 
the strict intellect of an 
abjective conductor. 

Friday’s concert also 
included a couple of interest- 
ing rarities. Alongside a 
brxxxiingly atmospheric per- 
formance of the First Piano 
Concerto with Mikh ai l Rudy 
(piano) and Rod Franks 


(trumpet), we had the Five 
Fragments Op. 42, miniatures 
that explore sound for its 
own sake, and a short, unfin- 
ished Adagio extract, 
believed to be a first attempt 
at the opening of the Fourth 
Symphony. Its rambling solo 
viola and flute are no com- 
parison with the electric 
first pages of the real thing, 
but any insight into the 
secrets of this guarded musi- 
cal mind is always welcome. 

On Saturday, the Ameri- 
can theme hit the first of its 
celebrity recitals. Cheryl 
Studer, Jerry Hadley and 
Thomas Hampson - three 
leading voices from a coun- 
try that is rapidly becoming 
supplier of singers to the 
world - came together to 
present an evening devoted 
entirely to American song. 
Sandwiched between two 
concerts of stormy Shost- 
akovich, it may have looked 
a haven of peace, hut in 
their own way the sang com- 
posers of the US have just as 
much to tell us about the 
politics of their country. 

Saturday's programme fea- 
tured 16 composers, and 
from the eccentric Ives to 
the brash Bernstein, each 
one was defiantly an individ- 
ual, Presumably it was 
Hampson who helped out 
the selection together, as he 
has made a name for himself 
as a specialist in song and 
was co-author of the learned 
notes. For ids solo group he 
chose the Blue Mountain 
BaUads of Paul Bowles, an 
expatriate American whose 
laid -back , settings of Tennes- 
see Williams are tinted with 
the blues. 

Studer offered sensitive 
performances of songs by 
Samuel Barber, the consum- 
mate modem romantic. But 
it was Hadley, ostensibly the 
least glamorous voice of the 
three, who was the most riv- 
eting. In weE -chosen songs 
by William Grant Still and 
Ned Rorern, each a personal- 
ity who conies palpably to 
life through his music, he 
made every word count. 
Throughout, Craig Rutten- 
berg was the lively pianist, 
equally skilful in handling 
pgfffr of these sixteen diverse 
composers. 



Irish elegy: Stephen Kennedy and StaOa McCusker ki ‘Riders to the Sea* AJastair Muk 

Poetry, parricide and loss 


THEATRE 


ALASTAJR MACAULAY 


Shadows 

Royal Shakespeare Company 


Now that the Irish play has 
become an exceptionally 
lively genre of British thea- 
tre, it is good to go bade to 
some of the plays by J-M 
Synge and W.B. Yeats that 
helped, beautifully, to define 
the genre. To, in particular, 
the seldom-performed half- 
hour plays. 

In Shadows, a new pro- 
gramme at The Other Place, 
the Royal Shakespeare Com- 
pany is now giving a “trin- 
ity" of such plays: Synge’s 
Riders to the Sea and The 
Shadow of the Glen (both 
1903) and Yeats’s Purgatory 
(1939). The plays are given in 
quick succession, the six act- 
ors of the first play also 
returning for the other two; 
and so, since the plays share 
common themes (small rural 


households, the recent dead), 
they add up here to create a 
folk idea of Ireland, an 
Ireland where the particular 
events of each play are in 
fact general events, events 
that have occurred in more 
neighbourhoods than one, 
events that have indeed 
shaped the Irish idea of what 
Ireland is. There is a grim 
resignation in e a ch play to 
the cruelty of fate and death 
and rr\sm. And deeper than 
events, these plays catch 
language, a folk style of Irish 
speech that is richly poetic. 

In Riders to the Sea, a 
mother and her two daugh- 
ters discover that one, no, 
two of her sons are dead in 
the sea. In The Shadow of 
the Glen, a wife who has 
assumed that her grim old 
husband is dead and receives 
the courtship of two younger 
men. Is thrown out of house 
by her husband when he 
leaps from his bed. In Purga- 
tory, a man, after telling his 
son how he killed his father, 


now kills his son too. John 
Crowley directs this trinity 
with perfect economy, using 
again where appropriate the 
few pieces of furniture from 
one play in the next, sug- 
gesting the large blank rural 
quiet that encompasses the 
milieu of each play. 

Lai or Roddy and Owen 
Sharp- who play small roles 
in Riders, are the old hus- 
band and the unsuccessful 
suitor in The Shadow, and 
then the parricide and his 
filial victim in Purgatory: 
Mairead McKinley and Step- 
hen Kennedy are likewise 
involved in all three, even if 
only as silent presences in 
the last; and the brief scene- 
changes between the plays 
involve all six actors with 
music, as if showing a 
glimpse or hint of an Irish 
wake. 

All the performances are 
very fine. My only cavil is 
that the actors do not give 
quite enough weight to some 
of the early threads of plot 


in Riders to the Sta; and yet 
it is this play that leaves the 
deepest and most beautiful 
impression. Stella McCusker 
plays Maurya, the mother 
who has learnt from the loss 
of so many of her menfolk to 
be so emotionally guarded 
that she neglects to give a 
parting blessing to her last 
remaining son, and who all 
too soon finds herself 
mourning him too. She 
responds with elegiac resig- 
nation. “They’re all gone 
cow, and there isn’t any- 
thing more the sea can do to 
me... They’re an together 
this time, and the end is 

come No man at all can 

be living for ever, and we 
must be satisfied." Me Qu- 
aker's gaunt stillness and 
soft sorrow are superb. 

The seeds of Beckett and 
even of wee Martin McDon- 
agh are to be discerned in 
these plays. But the beauty 
of Shadows lies not in its 
historical importance to sub- 
sequent drama. The beauty 


lies in lines like “It’s the life 
of a young man to be going 
on the sea, and who would 
listen to an old woman with 
one thing and she saying it 
over?" (Riders); and “He was 
an old man, and an odd man, 
stranger, and it’s always up 
on the hills he was, thinking 
thoughts in the dark mist” 
(The Shadow); and “I killed 
that lad because had he 
grown up f He would have 
struck a woman's fancy,/ 
Begot, and passed pollution 
on" (Purgatory). 

1 find the prose of Synge’s 
plays yet more wonderful 
than the poetry of Yeats's: it 
loops the patterns of Irish 
talk hack to the patterns of 
the King James Bible and to 
Homer. But these plays of 
folk experience are also 
plays that catch the ironic 
mood of the modern era. 
Both Synge and Yeats, in 
putting Ireland on the map 
of world drama, also helped 
to define the thought of the 
20th century. 


Sponsored by RSC Patrons, in 
RSC repertory at The Other 
Place, Stratford-upon-Avon. 


City life 

Japanese 

style 

THEA TRE 

buy Ogata 

According to Issey Ogata’s 
curtain speech on bis press 
night, this three- week stint 
at Shaftesbury Avenue’s 
Lyric Theatre is the 
Japanese character 
comedian’s langest-ever 
continuous im It is dearly 
aimed at the Japanese 
expafriate/fonrfst market - 
the bilingual programme Is 
a dead give-away - but last 
Wednesday night, the Gtujin 
in the audience were in a 
slight majority. 

The sketches performed in 
tins “catalogue of Modern 
City Life" are largely those 
first seen an Ogata’s 
previous London visit in 
X995. Most of them deal with 
the culture of the 
white-collar salariman: the 
tortuous writhing cm a 
packed, stalled commuter 
train, the immense pressure 
to get it always and 
perfectly right which leads 
one poor specimen into a 
kind of hysterical amnesia, 
the iwmtwii alienness of the 
former business-owner 
reduced to humping sacks of 
cement on a bnflding site. 

But rather than simply 
holding such characters up 
to ridicule for easy comedy 
of embarrassment, Ogata 
informs his work with a 
sympathetic warmth ...an 
affection, even: we feel for 
the 42-year-old mummy’s 
boy at “The Marriage 
Introduction Service”, 
recounting the details of 
what was obviously the only 
actual date of his Ufe; the 
apparent desertion of a 
middle-aged man in a 
karaoke bar by his young 
son is positively poignant. 

Ogata’s sketches last 10 to 
15 witnwtflfi apiece; after 
each, he retires to the side 
of the stage for a swift but 
unhurried costume change 
and possibly the merest 
touch of makeup - a pencil 
moustache or a dash of 
lipstick - before emerging 
as, for instance, a nurse 
auditioning for a Hawaiian 
band. His physical ability is 
extraordinary; he adopts a 
seemingly completely 
different posture and body 
language for each character, 
fleshing out the portrait 
with a simple but telling tic 
of some kind, whether 
physical or verbal 

In “The Politician's 
Speech", he largely eschews 
words altogether - the 
occasional intelligible 
phrase (“Britain and Japan 
have always been friends", 
“As I always like to 
say . . .*) emerges from a 
murk of guttural rumbling 
and all-purpose platform 
gesturing; which slides 
imperceptibly and 
ludicrously into a fan-dance. 

A simultaneous 
translation is provided, over 
headsets, although “sn a pp y 
delivery" is not one of the 
BOO phrases one would most 
readily apply to translator 
Timothy Screech. It is 
entirely on Ogata that the 
evening stands or falls, and 
ultimately it stands really 
rather impressively. 


Lyric Theatre. London WI, 
until March 14 (0171 494 
5045). 


INTERNATIONAL 



Guide 


AMSTERDAM 

OPERA 

Mtfoerfantfs Opera. Hot 
Motiektheator 

Tel: SlrZH&l 8911 


Stravinsky doutfe-bffl- New, 


festival, directed by Peta^are. 

The conductor ta Hens Vonfc, and the 
cast indudasWtot* White; 

Mar 4, 6 

BELFAST 

OPERA ' „ . 

Op** Northern Ireland, Grand 
Opera House 
Teh 44-1232-24 1919 


Mar 5, 6, 7 

BRUSSELS 

OPERA 

La MonnaJe 

Tot 32-2-229 1211 

Duke Bluebeard's Castle: new 

production of Bartok’s one-set 

opera, conducted by Kwamd Ryan. 

Staging by Anne Teresa da 

Keersmaeker, who is also 

Choreographer of Quatuor Nr. 4, 

which completes the programme. 

The sets for Bluebeard are by 
(Sabot jfikel; Mar 4, 5, 6, 7, 8 

CHICAGO 

EXHIBITIONS 

Art Institute Of Chicago 

Tel: 1-312-443 3600 
wwwjrtfc.edu 

Kalian Baroque Terracotta from the 
Hermitage Collection: 35 works never 
before seen in the US, Including 


Conducted by Graham ® 

staging by Aidan Lang, wtth designs 
twtgBrotfwreftyn MarS,? 

BERLIN 

CONCERTS 

PWftanoonle 

Tot 49-30-2548 ^4^^ 

BBSnPWt-tnonlcCtt*^^ 


Mahler's Symphony No. 3: 


Collected in the 1 740s by the Abbot 
faisettl before they were acquired by 
the Tsar, many of these sculptures 
ware in storage for two centuries; to 
May 3 ^ 

LISBON 

DANCE 

100 Days Festival, Bqw 98 
Mark Morris Dance Group: I Deni. 
Want “ Love by Monteverdi, Gkms 
by vfwakff. Gnu* 3 Duo by Lou 
Harrison and Sola; Main Auditonum, 
Centro Cultural de Betem: Mar 9 


LONDON 

CONCERTS 
Barbican Hafi 


Tefi 44-171-038 8891 

• London Symphony Orchestra: 
Mstislav Rostropovich conducts a 
progra mm e of works by 
Shostakovich; Mar 4 

• The Royal Opera: Der FraschQtz, 
by Weber. Concert performance 
conducted by Bernard Haitink. Cast 
includes Thomas Moser. Mar 6 

DANCE 
The Piece 

Tet 44-171-387 0161 
Yolanda Snaith: Blind Faith. Wtth a 
score by Graeme Miller and a set by 
Bamaby Stone. Part oi the Spring 
Loaded season; Mar 4, 5, 6, 7 

EXHIBITIONS 

The Photographers’ Gaflery 
Tet- 44-171-831 1772 
The Citibank Private Bank 
Photography Prize; display of work 
by shortlisted artists Andreas Gorsky, 
Hiroshi Sugimoto, Thomas Demand. 
Paul Graham and Kstia Liabmann. 
The winner's name will be posted live 
on the Prize website on Mar IB 


WWW. 
oo.uk; to Mar 26 

OPERA 

English National Opera, London 
Coliseum 

Tel: 44-171-632 8300 
m The Bixir of Love by Donizetti. 
New production, directed by Jude 
Kelly and designed by Robert Jones. 
The conductor is Michael Ltoyri; 

Mar 7 

m Xerxes: by Handel. Conducted by 
Nod Davies in a production by 
Nicholas Hytner. revived by Emma 
Jenkins: Mar 4, 6 

Shaftesbury Theatre 

Tel: 44-171-379 5399 


• Welsh National Opera: La 
demenza dl Tito, by Mozart New 
production, conducted by Charles 
Mackerras in a staging by Yanras 
Kokkos; Mar 5, 7 

• Welsh National Opera: 
L'incoranazlone di Poppea, by 
Monteverdi. New production, with the 
Bavarian State Opera. Conducted by 
FtinaJdo Alessandriri In a staging by 
Davkl Altien; Mar 6 

MANCHESTER 

CONCERTS 
Bridgewater Hall 
Td: 44-161-907 9000 
Hancrver Band: conducted by 
Nicholas McGegan in works by 
Bach, Boyce and Handel. With violin 
soloist Anna McDonald and oboe 
player Frank De Bonne; Mar 7 

MILAN 

OPERA 

Teatro ada Scala 
Tet 39-2-88791 
www.lascala.mil8no.lt 
Kovancina: by Mussorgski. 

Production from the Mariinsky 
Theatre of St Petersburg conducted 
by Valery Gergiev in a staging by 
Fedor Lopukhov, with designs by 
Fedor FedorovsW; Mar 5, 6, 8 

NEW YORK 

CONCERTS 
Carnegie Hall 

Tel: 1-212-247 7800 
www.eamegie4iaia.org 
Houston Symphony, conducted by 
Christoph Eschenbach in works by 
Dvorflk, Tchaikovsky and Stravinsky. 
With piano soloist Ta'mon Barto; 

Mar 5 


EXHIBITIONS 

Guggenheim Museum 
Tat 1-212-423 3500 
www.gujsenhelrn.org 
Visions of Paris: Robert Delaunay's 
Series. Previously seen in Berlin, this 
exhibition focuses on toe series 
paintings made by the artist in Paris, 
of subjects including Sarrt-Sdverin 
and the Eiffel Tower; to May 24 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
www.mefmuseum.org 
When Silk Was Gold: Central Asian 
and Chinese Textiles. Featuring 64 
precious textiles from toe Bth to I5to 
centuries, when they were of 
immense economic and cultural 
significance. Including the most 
important known “cloth of gotef; to 
May 17 

OPERA 

MetropoEtan Opera, Lincoln Center 

Td: 1-212-362 6000 
www.maiopera.org 

Samson et Dalita: by Saint-Safe's. 
New production by Elijah Moshinsky, 
with designs by Richard Hudson; 

Mar 4, 7 

PARIS 

CONCERTS 

Salle Pleyal 

Tel: 3 3-1-4561 6589 

Orchestra de Paris; conducted by 

Matthias Bamert in works by Elfiott 

Carter. Mozart and Prokofiev. WHh 

piano soloist Peter Frankl; Mar 4, 5 

EXHIBITIONS 

Centre Georges Pompidou 
Tel: 33-1-4478 1275 
www.cnaB-gp.fr 

Bruce Nauman: spanning the career 


of toe American artist; b.194i, this 
exhibition focuses on his relationship 
with language, and Includes sound 
and video installations; to Mar 9 

OPERA 

Optra National de Paris, Opera 
BasUUe 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Warier. New 
production conducted by James 
Conton In a staging by Stein Winge, 
with designs by Lennart MOrie Cast 
includes Wolfgang Schmidt and 
Sabine Hass; Mar 7 

ROME 

EXHIBITIONS 

Palazzo detie Esposfcdonl 

Tel: 39-6-474 5903 

Minim alia: display of works by 

contemporary Italian artists, selected 

by critic Achilla Benito Oflva. An 

Italian response to North American 

iWremafism, the show ranges from 

works by toa Futurist Giacomo Bafla 

to recent Installations by Oartnis 

Kouneffis; to Apr 6 

ViBa Madid 

Francesco Sahriatt 1510-1563. First 
major retrospective devoted to 
Satviati, one of the lessor known 
Florentine Mannerists, includes 
around 135 works. For the duration 
of the exhibition, there will be guided 
visits to see hfa frescoes, the most 
spectacular erf which is in foe French 
Ambassador’s study; to Mar 29 

SAN 

FRANCISCO 

CONCERTS 
Davies Symphony HaH 


Tet 1-415-864 6000 

wwwjgfsymphoay.org 

San Francisco Symphony Orchestra: 

conducted by Michael TBson Thomas 

In Mahler's Symphony No. B; Mar 4, 

6,7 

TOKYO 

OPERA 
Bunkamura 
TeA- 81-3-3477 9999 
Shinano-no-Kunl Zenkojl Story: by 
teao Matsushita. Conducted by 
Kdtaro Sato In asta^ng by HJdeo 
Kanaa Wtth the Tokyo Philharmonic 
Orchestra; Orchard Half; 

Mar 7, S 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for Europe 
can be received in western Europe 
on meefium wave 648 kHZ (463m) 

EUROPEAN GABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Mbnday to Friday, GMT: 

06.30; Moneytino with Lou Dobbs 
13&k Bus/nass Asia 
IB-30: World Business Today 
22JXk World Business Today Update 

• Business/Market Reports: 

05X7; 06X7; 07X7; 0820; 0820; 
1020; 1120; 1132; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports Bve from LIFFE asthe 
London market opens. 
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VIEW FROM BRUSSELS 

Citizen Kohl 



Germans may well vote the chancellor out of office in September 
but his legacy of European unity is assured 


Until last Sunday's minor 
earthquake in Lower 
Saxony, many assumed that 
the Germans would change 
their currency in 1998 Out 
would never dare to change 
both currency and 
chancellor. 

Now all bets are off. 
German voters may be 
bolder than many suspect, 
including Helmut Kohl. 
Having been bounced into 
accepting the euro, they may 
be ready to take a punt on 
Gerhard Schroder, the 
victorious state premier of 
Lower Saxony and the Social 
Democratic party's 
challenger to Mr Kohl in 
September’s election. 

There is a delicious irony 
here. Mr Kohl's party's 
defeat came two days after 
11 countries declared that 
they were ready for 
economic and monetary 
union. We must await the 
verdict of the European 
Commission and the 
European Monetary 
Institute, but European 
Union leaders are expected 
to rubber-stamp the list on 
May 2. Like Churchill in 
1945, Mr Kohl risks losing 
power when he should be 
savouring his finest hour. 

It would be foolish to write 
off the man known as 
Bismarck in a cardigan. He 
is still a master of the CDU 
party machine. He retains an 
instinctive feel for the 
middle ground. By the time 
his rivals find the right spot, 
the chancellor has already 
parked his massive frame 
there. His is an intimidating 
presence - not only in 
Germany but also in the 
councils of Europe. 

We have all come to 
admire the old warhorse 
holding forth in the early 
hours. The sweeping 
historical analogies; the 
flashing reminiscences of 
deals struck with Bush, 
Gorbachev, Mitterrand and 
Yeltsin; the brutal sarcasm. 


When Mr Kohl cites 
Adenauer on the need to 
salute the French tricolour, 
he offers a Cheshire Cat grin 
which leaves nobody in 
doubt about where the real 
power in Europe lies. 

After more than 15 years 
on the European stage, Mr 
Kohl gives the impression of 
being a permanent fixture. 

In the past, no one 
complained. He was the 
co-architect of the 
Maastricht treaty, the 
epitome of the "Good 
European” whose motives 
seemed beyond reproach. 

But times move on. Now Mr 
Kohl may be an obstacle to 
change - not only at home 
but also abroad. 

What many Europeans 
sense but are too polite to 
say is that Mr Kohl is too 
weak in Germany, but too 
strong in Europe- All was 
revealed at the end of last 
June's summit in 
Amsterdam. The chancellor 
blocked efforts to streamline 
the union's decision-making 
and institutions ahead of 
enlargement to central and 
eastern Europe. The 
one-time champion of 



Kohl: may be an obstacle to 
change, at home and abroad 


“political union” in Europe 
turned out to be a dogged 
defender of regional and 
national rights. 

The explanation in Boon is 
that the chancellor had to 
stage a tactical retreat to 
prevent the Maastricht Two 
controversy spilling over 
into Emu and enlargement 
But Mr Kohl's stance 
reflected pressure from the 
Lander, particularly his own 
CSU coalition partner in 
Bavaria. In the run-up to the 
September election, Mr 
Kohl's room for manoeuvre 
is even more limited. 

As a result a raft of 
decisions relating to 
enlargement is on hold until 
after the German election. 
These include reforms in the 
Common Agricultural 
Policy; an overhaul of the 
ElTs aid programme to 
poorer regions; and a 
renegotiation of the EU 
budget between 2000 and 
2006. including German 
d eman ds for a reduction in 
their net contributions. 

The commission will 
unveil its own proposals for 
change next week. Each will 
be contentious; but without 
a solution there is no 
prospect of the EU admitting 
new members such as the 
Czech Republic. Hungary, 
Poland, Estonia or Slovenia. 
The same goes for the 
Maastricht Three treaty 
negotiations. 

Maastricht Three? Yes, 
officials in Brussels have 
begun preparing papers on 
the unfinished business in 
Amsterdam and other 
institutional reforms 
necessary to make a union 
of 20-plus members work. 
Some insiders talk of a snap 
conference year, perhaps 
after the German presidency. 
One important question: 
how hard will Mr Kohl or his 
successor press far a 
re-weighting of votes 
according to population, 
even if the price is 


COMMENT & ANALYSIS 


LETTERS TO THE EDITOR 

Europe's free-riders should help 
meet cost of hailing out Asia 


overturning the parity with 
France? 

Finally, there is Emu. Mr 
Kohl has oversold the single 
currency. He is in good 
company. But he has 
promoted the euro almost 
entirely as a political 
proposition - a matter of 
war and peace, a tool for 
embedding a united 
Germany in a unifi ed 
continent The economics of 
Emu have played second 
fiddle - just like the 
economics of German 
unification in 1990. 

Yet in the short term - at 
least until euro notes and 
coins start circulating in 
2002 - the euro will not have 
a direct, positive Impact on 
the public. It will not reduce 
unemployment. A recent 
commission paper admitted 
as much. More likely, the 
expected blast of 
cross-border competition 
could leave some German 
companies struggling, 
whatever the gains made by 
their bigger brethren in 
banking and finance. 

This is where Mr 
Schrdeder could make a 
difference. Forget the talk 
about Gerhard Blair, Mr 
Schrdder is even more of a 
pragmatist - some would 
say opportunist - than the 
British prime minister. He 
took a tactical stand against 
the euro two years ago; but 
be has come round to 
accepting that Emu is 
inevitable, that Italy will be 
a member, and that the task 
is to make it work. 

In the past two years, 
Germany has lost the 
economic leadership of 
Europe. The paralysis in 
domestic reform and the cost 
of funding nearly 5m 
unemployed has exacted its 
toll. But if Mr Schrtider wins 
a big enough victory in 
September for the Social 
Democrats (SPD) to bold 
majorities in both the upper 
and lower chambers, the 
impasse could lift Germany 
could emerge stronger. 

Perhaps the greatest 
source of satisfaction for Mr 
Kohl is that the SPD has no 
intention of campai gning 

against the euro. Even if the 
single currency is not a vote 
winner, it does not look like 
being a vote loser. Mr Kohl 
has set the terms for his 
succession. Whoever wins or 
loses in September, his 
European legacy is assured. 

honeLbarber(aJtbe.com 


From Mrs Mikie Kiyai. 

I Strongly object to your 
piece, "US friction with 
Japan" (February 27 1. which 
analyses the way that the US 
trade imbalance could be 
enlarged by the disinflation- 
ary impact of the Asian cri- 
sis. Your conclusion as to 
why the US cannot tolerate 

this situation is purely polit- 
ical: you blame it on the 
upcoming congressional 
election and the presidential 
campaign. If US policies are 
influenced by these domestic 
issues, rather than by the 
responsibilities of world 
leadership i which it enjoys 
as the best-performing econ- 
omy). then it is US policies 
that you should call 
“in ward -looking, myopic and 
destabilising" - and not 
Japan. 

Someone has to meet the 
cost of bailing out Asia. 
Why. then, does Europe dare 


From Professors Tim 
Congdon and Cordon Pepper. 

Sir. The British economy 
suffers at present from a 
sharp dichotomy. Whereas 
export-orieDted manufactur- 
ing has been hit by the over- 
valued pound, tbe rest or the 
economy, mostly services, 
benefits from buoyant 
domestic demand. Undoubt- 
edly. one reason for the resil- 
ience of demand is that asset 
prices - such as the prices of 
shares, commercial property 
and houses - have risen 
strongly since 1995- We 
believe that the strength of 
asset prices is largely attrib- 
utable to the rise in the 
growth in broad money, to 
about 10 per cent a year, 
which began in early 1995. 

Monetary policy is caught 
in a dilemma. The standard 
antidote to excess domestic 
demand is to raise 
short-term interest rates, but 


enjoy the privilege of just 
pointing its finger directly at 
Japan, or simply observing 
the friction between US and 
Japan? Before inelegantly 
calling Japanese measures a 
“policy striptease", you 
should also review what the 
UK. the world’s sixth-largest 
economy, has done so far to 
help the crisis in Asia. That 
question is relevant because 
until the eve of Thailand's 
currency crisis the UK used 
to control Hong Kong, which 
is one of Asia’s regional pow- 
ers - and it will be hosting 
tbe ASEM 2 meeting in a 
month's time. 

Lf Japan's measures are 
indeed “too little, too late”, 
then what Europe has done 
is “nothing, in no time at 
all". European countries 
have been free-riders on 
.Asia's economic success, but 
unwilling to share responsi- 
bility for helping it out. 


tbe Bank of England's mone- 
tary policy committee is 
split on this option. There is 
an understandable fear that 
further increases in interest 
rates might aggravate the 
over- valuation of the pound 
and intensify’ the plight of 

manufacturing. 

We suggest that the best 
answer to the policy 
dilemma is to curb money 
supply growth by a method 
which would not affect 
short-term interest rates. We 
recommend that the mone- 
tary authorities sell medium- 
and long-dated gilt-edged 
securities to noD-banks. with 
the deliberate intention of 
reducing the quantity of 
money that the latter hold. 
In practice, the main buyers 
would be financial institu- 
tions and one effect would 
be to cut their current pile of 
more than £150bn cash, 
which has doubled since the 


On the same page as your 
editorial, you write (“Two 
heads ol steam” l that Ger- 
many and France took over 
as the “locomotives" of the 
G7 this year. These two 
countries should also be 
c oming to Asia's rescue. It 
should be noted that Japan 
is Russia's third-largest aid 
donor, after Germany and 
the US - even though Russia 
is considered a European 
country, since its troubles 
would directly damage the 
European interests. This aid 
has been given despite 
Japan's politically sensitive 
territorial dispute with Rus- 
sia. 

Mikie Kiyoi. 

director of international 

press. 

Ministry of Foreign Affairs, 
2-2-1, Kasomigaselri. 
Cbiyoda-ku. Tokyo, 

Japan 


end of 1994. The gilt-edged 
sales should be on a suffi- 
cient scale to help bring 
money supply growth back 
towards 5 per cent a year, 
which we regard as roughly 
compatible over tbe medium 
term with the government's 
inflation target or 2V, per 
cent a year. 

More generally, we favour 
a return to the use of debt 
management (also known as 
“funding policy”) as a useful 
component of monetary pol- 
icy. as in the 1970s and early 
1930s. We recognise that 
complex and awkward prob- 
lems can arise for money 
market operations if “over- 
funding” were to persist but 
this should not preclude 
temporary use of the 
weapon. We judge the prob- 
lems of money market man- 
agement to be of secondary 
importance compared with 
the need to achieve low and 


A nursery 
for good 
managers 

From Ms Nan Williams. 

Sir. Apologies in advance 
to my colleagues, chairman 
and non-executives who are 
(of course!) all excluded from 
such comparisons . . . but 
what a wonderful article by 
Lucy Kellaway ("Manage 
with mother”, March 2i. 

Maybe compulsory mater- 
nity leave should be consid- 
ered a core practical module 
for MBAs and management 
courses alike? Equally, 
maybe someone can tell me 
how my seven-year-old 
learned to negotiate quite so 
ruthlessly the tasks required 
in return for his pocket 
money? 

Nan Williams, 
managing director, 

Charles Barker. 

56 Dean Street, 

London W1V 6HX, UK 


stable money supply growth. 

In particular, if an active 
approach to debt manage- 
ment can help to stabilise 
money supply growth, it 
ought to be possible to have 
smaller fluctuations in inter- 
est rates and. hence, in the 
real exchange rate. We 
regard the creation of a new 
debt management agency as 
misguided, as it will encour- 
age the view that debt man- 
agement and monetary pol- 
icy are distinct. We believe 
that debt management is an 
integral and important part 
of monetary policy. 

Tim Congdon. 

Lombard Street Research 
and Cardiff Business School, 
Gordon Pepper, 

City University Business 
School, 

from: Cannon Bridge, 

25 Dowgate Hill. 

London EC4R 2GN, UK 


Number One Southwark Bridge, London SE1 9HL 
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Securities sale can resolve monetary policy dilemma 
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Tropical hardwood trees are more 
valuable to loggers dun other trees in the 
rainforest 

High prices for hardwoods ensure due 
loggers have no qualms about destroying 
ocher ewe* dw* stand in their way. 

So a WWF project in Costa Riea is 


researching ways of felliiig: a tree without 
bringing down several others around it. 
And how to remove it without bulldozing 
a path through die surrounding trees. 

If the rainforests arc used wisely, they 
can be used forever. Help WWF prove 
this in rainforests around the world, by 


writing to die Membership Officer arthe 
address below. 


(ft 


WWF 

\Aforid Wide Fund For Nature 

{&nDEityVfarid ttUdlfr Fund) 
hunupouil Secretariat 1196 Gland. Smirrbnd. 


Land of the rising dragon 

The Asian crisis has paralysed Japan but galvanised China. A new leadership is 
emerging in the region, says Stephen Roach 


T he Asian crisis is 
hardly wanting for 
analysis. From the 
Wall Street perch, 
it is easy to lapse into the 
casual generalisations 
endemic to macro-economic 
thinking. The very concept 
of the “Asian Crisis” con- 
jures up the notion of an 
entire region - 33 per cent of 
world output - at grave risk. 
But after hours of discussion 
with senior Chinese officials 
on a recent visit to Beijing, I 
came away with a very dif- 
ferent impression: China's 
story, at least, stands in 
sharp contrast to that of the 
region's crisis economies. It 
offers a critical distinction 
that could be the key to sort- 
ing out what lies ahead for 
post-crisis Asia. 

Let’s start with China’s 
basic macro-economic 
dilemma - the tension 
between the nation's compet- 
itiveness and unemploy- 
ment. In tbe light of the 
nation's seemingly steadfast 
commitment to economic 
reform - the restructuring of 
a vast system of state-owned 
enterprises and the moderni- 
sation or its financial system 
- shedding jobs is a given. 
However, the potential loss 
of competitiveness resulting 
from the devaluation of 
other Asian currencies 
means export growth may 
stutter, making it harder /or 
the emerging private sector 
to absorb millions of dis- 
placed workers. That is the 
critical trade-off between 
jobs and reforms which will 
force China to “vent” its eco- 
nomic tensions in one way 
or another. 

There are. In fact, three 
channels through which tins 
“venting" could take place: 
the currency, the pace of 
reforms, or the economy’s 
growth rate. I am convinced 
that the currency channel is 
shut off for the foreseeable 
future. It's that simple. West- 
ern sceptics may think 
devaluation is only a matter 
of time, but China's leaders 
have made a political deci- 
sion to support the currency, 
a decision with obvious and 
important economic conse- 
quences. 

At the same time, I picked 
up no sense that China was 
backing away from the 
urgency of its reforms. There 
is a consensus that private 
ownership and market-based 
efficiencies are the only 


option.The Japanese-Korean 
model of crony capitalism 
has been rejected. One 
senior insider told me he 
was urging China’s top lead- 
ership to go faster down the 
road of reform in the after- 
math of the Asian crisis. 

That leaves the growth 
rate. The consensus on Wall 
Street is that the Chinese 
economy is in danger of fall- 
ing victim to' the recessions 
afflicting other Asian coun- 
tries. Chinese officials don’t 
buy it for a minute. Without 
exception, they concede that 
a significant slowdown is 
under way in the external 
sector, with growth in export 
demand generally put in tbe 
zero to 10 per cent range in 
1998. However, there is gen- 
eral agreement that a diver- 
sified Chinese export base 
should suffer, only a limited 
impact from the Asian crisis; 
in fact, our estimates sug- 
gest that Asia’s three main 
crisis economies - South 
Korea. Indonesia, and Thai- 
land - account for only 7 per 

As the LDP’s 
package 
suggests, Japan 
is frozen at the 
switch. China is 
not 

cent of total Chinese exports. 
Yet it is not 1 as if Chinese 
policymakers have been 
blinded by this export short- 
fall; they recognise the 
imperatives of shifting the 

growth back toward domes- 
tic demand - hence last 
autumn's VA percentage- 
point cut in short-term inter- 
est rates and tbe more 
recent announcement of a 
three-year $750bn i£449bn> 
infrastructure spending ini- 
tiative. worth about 2 per- 
centage points of annual 
GDP growth. For Western 
sceptics quick to question 
China’s ability to fimd this, 
take a look at the nation's 40 
per cent domestic saving 
rate. 

What about the evidence 
that the economy Is already 
weakening and that the 
unreliable Chinese numbers 
simply are not picking that 
up? After all. electricity con- 
sumption is growing at a 
seemingly weak 3.5 per cent 


a year. The Chinese smile at 
this comparison. They note 
that the "elasticity" of elec- 
tricity consumption with 
respect to domestic demand 
has long been close to 0.6 per 
cent - perfectly consistent 
with a growth rate of domes- 
tic demand of 6 per cent. 

It is the same story with 
banking: here, too, fears 
about an imminent Asian- 
style banking crisis are over- 
blown. The bulk of the 
nation’s non-performing 
loans are concentrated in the 
four state banks, whose 
liquidity is guaranteed by 
the state treasury. This sug- 
gests that China's non-per- 
forming loan problem should 
properly be viewed as a gov- 
ernment solvency issue - 
hardly problematic with 
total government debt 
unlikely to exceed 50 per 
cent of GDP at any point in 
the next five years, espe- 
cially in tbe light of the 
270bn yuan bank recapitalis- 
ation plan just announced 
by the Chinese government. 

So what about those 
macro-economic tensions? 
For a nation steeped In 5.000 
years of inward-looking tra- 
dition. China does not take 
the out ward- looking decision 
on its currency lightly. In 
fact. I now believe more 
strongly than ever that the 
Chinese leadership exacted a 
critical quid pro quo from 
the G7: in return for taking 
this bold stand on the cur- 
rency. they won an Implicit 
promise that the world’s 
leading industrial countries 
will move forcefully both to 
restore confidence to the cri- 
sis economies of Asia and to 
address the seemingly 
intractable problem of a 
stagnant Japanese economy. 

If these actions prove suc- 
cessful - as measured only 
by a strengthening in the 
yen and a partial recovery’ in 
battered Asian currencies - 
China will have gone some 
way towards neutralising 
the competitive pressures 
that are now the defining 
characteristic of the nation’s 
macro-economic dilemma. 

And China gets a lot more 
- namely, an explicit admis- 
sion by the G7 that China is 
key to any lasting resolution 
of tbe Asian crisis. And so. 
courtesy of its decision to 
hold the currency steady, 
there can no longer be any 
mistaking China’s ascen- 
dancy on the world eco- 


nomic stage. 

There’s one more piece to 
the puzzle - viewing China 
In the context of what's 
going on elsewhere in Asia, 
especially in Japan. While I 
was surprised in China. 1 
was disappointed in Japan. 
In particular, several recent 
discussions with senior Japa- 
nese officials left me with a 
profound sense of concern 
on one key issue: the great 
leadership challenge now 
facing Asia. I posed the ques- 
tion of Asian leadership to a 
senior Japanese policymaker 
and was staggered to be told: 
“We are worried that the US 
might be offended if we were 
to take Asian leadership ini- 
tiatives.” Asian crisis or no. 
Japanese decision-making 
continues to be dominated 
by the bureaucratic inter- 
play of internal Liberal Dem- 
ocratic party politics and 
complexities of cross-country 
consultations within the G7 
framework. Consequently, 
forget about market expecta- 
tions of bold Japanese policy 
initiatives. As the LDP’s lat- 
est and very disappointing 
economic package suggests. 
Japan is frozen at the . 
switch. China is not 

This contrast between 
China and Japan suggests a 
new Asian leadership is 
emerging in the wake of the 
crisis. Japan, in my view, is 
now in the final throes of 
discarding an economic sys- 
tem that worked superbly in 
leading the nation through 
its post-world war two 
imperatives of reconstruc- 
tion and re-industrialisation. 
But there is no telling bow 
much longer it will take 
Japan to finally break this 
mould and begin the transi- 
tion to a new system. By 
contrast, China has 
embarked on a new path 
with determination. By 
resisting the temptation of 
competitive currency devalu- 
ation, China is exposing its 
inefficient state-owned enter- 
prises to an ever-greater 
competitive challenge. But 
that is a calculated risk they 
seem prepared to take And 
so I am left with a sense of a 
post-crisis Asia that could 
well be dominated by the 
ascendancy of China and the 
decline of Japan. 

The author is chief economist 
and director of global eco- 
nomics at Morgan Stanley 
Dean Wilier 
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An Indian 
conundrum 


The latest elections in India, an 
extraordinary but creaking dem- 
onstration of democracy, have 
ground their inexorable way to a 
conclusion, leaving the country 
condemned once a gain to uncer- 
tain coalition government. The 
Hindu nationalist Bharatiya Jan- 
ata party and its regional »TTio? 
have emerged as the largest polit- 
ical grouping, but stm 20 seats 
short of a governing majority. 
They are claiming the right to 
form the next government. 

The claim will be hard for 
RJL Narayanan, the Indian presi- 
dent, to ignore, mii«« the Con- 
gress party, which precipitated 
the elections by withdrawing its 
support for the last coalition gov- 
ernment, can cobble together a 
far more disparate collection of 
allies. The question is what pros- 
pects a BJP-Ied government holds 
for India, politically and economi- 
cally. For the party has a irmrari 
reputation of being on the one 
hand narrow-minded, divisive 
and nationalistic, and on the 
other more pro-business, decisive 
and dedicated to dean govern- 
ment than its rivals in Congress. 

The one common lesson of the 
elections was the protest vote 
against incumbents across the 
country. Whichever party was in 
power at local level tended to do 
badly. Members of the United 
Front centre-left coalition which 
formed the last government also 
suffered a backlash. Congress did 
well where the BJP was in power 
in Maharashtra, and the BJP 
picked up where it was in opposi- 
tion- That Is a sorry commentary 


an the general state of govern- 
ment and disillusion with the 
poititica] process is India. 

On economic policy, there is 
little to choose between the two 
leading parties: both are commit- 
ted to continuing the present 
reforms, within The BJP 

is likely to do mare about privat- 
ising state enterprises, and there- 
fore more to keep its budget 
under control. But it may be 
more protectionist on tariffs and 
trade, and in restricting "***>$8 
for foreign investors. 

On communal relations, the 
BJP is potentially very divisive 
with its Hindu nationalist poli- 
cies. But It may be constrained 
by its new regional allies, who 
have emerged much stronger 
than expected. They also would 
give a BJP Jed coalition a m uch 
better regional representation in 
the south than It ever barf 
before. Pursuit of an openly sec- 
tarian policy, and legislation 
which discriminates against the 
country’s Moslem minority, 
would be explosive. 

The other disturbing aspect of 
BJP policy is its determination to 
pursue the development of a 
nuclear weapons capacity. That 
would disturb the fra gile regional 
balance, and invite recrimination 
and reprisals by the outside 
world, including the US. Again, it 
must be hoped that the restraints 
of coalition government would 
hold the extremists in the party 
back. Clumsy coalitions may not 
be ideal for coherent economic 
policy. They may be the best for 
political stability- 


Mr Gates’s draw 


Bill " Gates came on a much 
anticipated trip to Washington 
yesterday, and the result was a 
drawn game. In hearings before 
the Senate judiciary committee, 
he restrained a natural inclina- 
tion to spring across the tahle 
and throttle his less impressive 
interrogators. And he scored 
some neat public relations points 
in arguing the case for Micro- 
soft’s record as an innovator and 
a competitive supplier of prod- 
ucts. This was all he had to do. 
The session was a fact finding 
occasion, not an inquisition. 

But this was only one game in 
what promises to be a long 
series. Senator Orrin Hatch, the 
committee chairman,. focused on 
the two central questions. Does 
Microsoft have a monopoly in 
computer opiating systems, and 
if so, could it be used to stifle 
co m p eti tion by unfairly leverag- 
ing its monopoly power into 
other parts of the computer 
industry? 

Mr Gates replied evasively to 
the first question, emphasising 
the short life cycle of his compa- 
ny's products, and he strongly 
denied the second. But his oppo- 
nents on the panel of witnesses, 
who were more impressive on 
this occasion t h an his allies, 
raised enough questions abont 
Microsoft's “exclusionary" prac- 
tices and the difficulties of creat- 
ing rival operating syst ems to 
leave room for doubt. Microsoft, 


they argued, had a clear monop- 
oly in today's marketplace, and 
that meant it bad to play by dif- 
ferent rules. Anti-trust legislation 
meant that a company in its posi- 
tion could not deal with its com- 
petitors and its customers in the 
way that it did when it was a 
tiddler. 

There clearly is something 
exceptional about the returns 
which Microsoft achieves. On the 
basis of stock market value, it is 
now the second largest company 
in the world - vastly bigger than 
such long established giants as 
Ford, Procter & Gamble, or Citi- 
corp, all of which have much 
higher reve n ges. Its share price 
has continued to strengthen in 
recent months, suggesting that 
the suit by the Department of 
Justice is not seen as a serious 
threat to future profits. 

Mr Gates has recovered well 
from his public relations misjudg- 
ments earlier in the year, when 
be appeared to be thumbing his 
nose at the American court sys- 
tem. But his company's effective 
monopoly in operating systems is 
likely to remain the focus of legal 
attention into the foreseeable 
future, and rightly so. As Senator 
Hatch argued in the US edition of 
the Wall Street Journal on Tues- 
day, it is better to have properly 
calibrated anti-trust enforcement 
today than to run the risk of 
heavy-handed regulation from 
the government tomorrow. 


Ruling China 


>pg is probably China’s 
ynamic and successful 

». Mach of this success 
a due to its relative free- 
m the deadening hand of 
iral government. At first 
the appointment of Li 
bun, a close associate of 
[gji, the likely next prime 
■ of China, as party secre- 
Guangdong looks like an 
to drag it back under 
control. Bnt if handled 
j, it could be a step for- 
China’s reform process. 
xtonomy of China’s prov- 
es been steadily increas- 
r the past decades. The 
iro vinoes have flourished 
combinati on of a light 
tym central government, 
mge amount of foreign 
sit attracted by Qdna’s 
s and tax breaks. 
b« an exfptfoH* strategy 
eating growth- But it has 
a so good at creating a 
id balanced economy. 

»r provincial autonomy 
the economy hard to con- 
» lack of market rnecha- 
'and the difficulty in 
mting central govem- 
dides in t be provinces, 
tat the government has 
tMe policy Instruments, 
j-oblem most be tackled, 
Ansi’S highly ambitions 
reform China's banking 
md state-owned enter- 
ire to succeed. SfcBftd 
aent will be needed to 


avoid destabilising the econ omy. 
and Mr Zhu will need the power 
to effective and co-ordinated 
policy action. 

China's growth has also been 
unbalanced. The wealth gener- 
ated in the richer provinces has 
foiled to trickle down. This has 
led the gap between rich and 
poor to widen In recent years. If 
this continues, serious social 
problems could result 

Attempts at recentralisation 
must be seen in this context In 
appointing Mr Li, the central gov- 
ernment is believed be aiming to 
improve* tax collection and the 
iTtiplementwn of both monetary 
policy and banking sector 
reforms. If this improves the 
prospects for Mr Zhu’s reform 
plans, if it makes the levers of 
macroeconomic control more 
effective, and if it improves the 
tax revenue from Chinas nchest 
regions - and these are all big ifc 
- then it should be welcomed. 

The course of action carries 
risk s- The government must not 
be tempted to take recentrafcsa- 
tfon too for. It must also be pre- 
pared to let go the reins of power 
as soon as it is sensible to do so. 

phinn has long grappled with 
the balance of power between 
central control and local auton- 
omy. Yesterday’s appointment 
was only a tiny dent 
problem. But it could, at best, be 
a sign that the government ^ 
developing a clearer idea of the 
bpianeg that should be stnick- 
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Dealing with the car dealers 

Distribution will see the third car revolution of the past 20 years, says Haig Simonian 


V isiting a car d ealer 
appeals to people 
about as nKch as a 
trip to the dentist It 
may not hurt so 
much, but the near certainty that 
you will be greeted by smarmy 
salesmen, surly service and 
bloated bills is enough to set the 
teeth grinding. 

Car makers feel differently. For 
them, the dealers have become a 
kind of final frontier, the point at 
which the third revolution in 20 
years will happen in the business 
of making selling cars. 

So far, the changes have come 
in two waves, both affecting the 
design and manufacture of cars, 
both beginning in Japan. First, 
carmakers dramatically reduced 
the time - and costs - of design- 
ing and assembling a new model, 
cutting the process from about 
six years to two. Product develop- 
ment times in the US and Europe 
are now nearing Japanese stan- 
dards. 

Next came a cost-cutting and 
quality-improving assault on 
assembly. This was revolution- 
ised by lean manufacturing tech- 
niques largely learned from 
Japan and by much Closer con- 
trol over the components bought 
in from suppliers (the major part 
of manufacturing costs: see 
graphic). This speeded up and 
slimmed down production 
Europe’s best factories now build 
cars nearly as fast as in Japan. 

The car dealers are the third 
1 wave. Having eradicated the 
i more blatant inpffiwgw/Hpq from 
manufacturing »nri design, car 
makers have turned to distribu- 
tion. They want to do this 
because the cost of selling a car 
accounts far up to 30 per cent of 
the total, so car makers' future is 
partly in the hands of the deal- 
ers. Car makers suspect that the 
dealerships are ripe for efficiency 
gains And distributional changes 
might help the manufacturers 
reduce their chronic overcapa- 
city. 

“Distribution accounts for 20 to 
30 per cent of the value added on 
a car." says John Lindquist of the 
Boston Consulting Group. “But it 
hasn’t really been attacked as a 
cost until recently." “There are 
large areas of waste in distribu- 
tion",- agrees Tom Stallkamp, 
Chrysler’s president 
The trouble is, d eale rshi p may 
well prove evoi harder to change 
than design or assembly. For one 
thin g, dealers are independent: 
car makers have much less con- 
trol over them than over compo- 
nent suppliers or their awn pro- 
duction lines. For another, 
retailing has been overlooked all 
round the world. Even in Japan, 
so often a benchmark, retailing is 
inefficient. For a third, car deal- 
ers in some countries are pro- 
tected by law. 

So what do the car makers 
want to do? And can they do it? 
Their main aim to reduce the 
so-called “order to delivery" time. 
At the moment, a long period 
elapses between the time a cus- 
tomer orders a vehicle and the 
time it is sent from the factory to 
the dealer. During this period, 
the car often sits expensively in 
vast parks near the factory. Car 
makers think they can ease this 
problem if they have much closer 
ties with the dealerships, so they 
can integrate what the customers 
order more closely with what 
they themselves are making. At 
the same time, by ensuring they 
can meet the customer’s original 
specifications - rather than some 
alternative from another dealer's 
lot -they can reduce the dis- 
counting that is necessary now. 
All this would rpaan bigger mar- 
gins for the car makers. 



| Contributions to the cost ot a car 
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That sort of change would 
require a change of tactic for the 
car producers. For years, they 
believed the best way to maxim- 
ise profits and market share was 
to bombard an area with dealers. 
Although that meant pitting one 
outlet against another for the 
same brand, proximity was 
believed to stimulate competition 
and maximise sales. Hence, many 
countries have too many small 
car dealers, often with unskilled 
staff. France and Germany have 
one dealer per 3,000 people; the 
US has one per 5,000. 

Recently, carmakers have been 
rethinking this. Consumers* 
behaviour is changing. More 
people own cars which means 
consumers are willing to travel 
further to shop - whether for 
cornflakes or cars. Saturation 
ownership in mature markets has 
cut the rate of growth in new car 
sales, leading to lower profits for 
dealers. Declining brand loyal- 
ties, linked partly to the arrival 
of new marques, has reinforced 
the reassessmeit of established 
sales networks. And cars' greater 
safety and reliability has cut 
dealers’ profits from repairs and 
servicing - two areas which for- 
merly compensated for lower 
margins on sales. 

Carmakers now want car deal- 
ers to have larger sales “territo- 
ries". These, they say, are essen- 
tial if dealers are to finance 
better, more expensive staff and 
premises. Bigger dealerships also 
provide economies of scale In 
advertising and the back office. 

The model for this, in the US 
and elsewhere, is General 
Motors’s Saturn subsidiary. 
When GM created Saturn in the 
mid-1980s in response to cheap 
Japanese imports, a novel 
approach to retailing was as 
important as more cost-effective 
manufacturing. 

Uniflce the average tatty dealer- 
ship, Saturn showrooms are 
bright and well appointed. Staff 
are salaried, rather than on com- 
mission. To eliminate the buyers' 
biggest complaint, every dealer- 


ship sells cars at a fixed price, 
with no haggling or high pres- 
sure pitches. 

Saturn offered dealers massive 
territories. “Saturn dealers saw 
their rivals as other brands, 
the man selling the r»thp car 
across town." says Sir Trevor 
Chinn, ehaiwnap of Lex Service, 
one of the UK’s biggest car deal- 
erships and a former Saturn fran- 
chisee. “Saturn is the model.” 

Saturn had the advantage of 
starting from scratch. Revitalis- 
ing established networks has 
been much harder, not least 
because the relationship is com- 
plicated by legislation. In the US, 
state laws limit carmakers’ abil- 
ity to dismiss dealers. Attempts 
to alter the system have ended in 
failure. Last year, Ford tried to 
persuade 18 Indianapolis dealers 
to merge. The initiative would 
have required family businesses 
to sell out for cash. Fan} shares 
or stock in the new company. It 
foundered on emotion and 
recriminations abont price, 
admits Bob Rewey, Ford’s mar- 
keting »nd salpg bead. 

Others have been a little mare 
successful. GM has been encour- 
aging consolidation, partly 
because of its declining market 
share. Edd Roggenkamp. head of 
its dealer network strategy, says: 
“The project will go on for the 
next two to five years. In the 
next three years, we should have 
the major protects completed.” 

Consolidation has gathered 
pace as manufacturers have 
learned from experience. Ford’s 
second attempt late last year, 
involving 11 outlets in Tulsa, 
Oklahoma, proved successful, 
partly because it negotiated dis- 
creetly rather than publicising its 
plans. GM has us ed a subsidiary 
to purchase and amalgamate 
dealerships- The bigger units cre- 
ated have been franchised to new 
operators on a buy-back basis. 
“All of us are dabbling,” says Mr 
g tallkamp . 

In Europe, carmakers have 
much more freedom. The EU’s 
“block exemption” isolates manu- 


facturers from certain anti-trust 
laws and gives them power over 
trading practices. 

Until two years ago. Ford, for 
example, was able to forbid UK 
dealers from selling another man- 
ufacturers’ cars within 30 miles 
of their “territory". Dealers could 
not run two adjoining Ford fran- 
chises. 

European carmakers’ eagerness 
to reassess tbeir networks steins 
partly from uncertainty about 
block exemption. The rules, loos- 
ened three years ago, are due to 
expire in 2002. Abolishing the 
system, loathed by many con- 
sumer groups, could trigger a* 
free for all 

C armakers on both 
sides of the Atlantic 
have also been 
forced into action by 
newcomers. In the 
UK, Daewoo of South Korea has 
eschewed conventional dealers in 
favour of direct sales to custom- 
ers. Daewoo’s model, designed to 
take the pain out of purchasing 
by using trained, salaried staff to 
sell at fixed prices. Is bring moni- 
tored closely by competitors. 

Outsiders have been even more 
influential in the US. Three com- 
panies - Republic Industries, 
CarMax and Auto Nation - have 
revolutionised used car sales by 
creating nationwide drains work- 
ing to high standards. And in the 
past year, the newcomers have 
moved into new cars. Republic 
(which now owns AutoNation) 
has begun to buy and merge fam- 
ily-owned dealerships. “The sys- 
tem hadn’t changed much in 50 
years," says Mr Rewey. “The 
pressure was there, it was inevi- 
table, but the outsiders have 
accelerated the process.” 

The UK is emerging as the 
main testing ground because it is 
unique in having many well- 
capitalised, professionally run 
dealer chains. Quoted groups 
such as Evans Hals haw, HenJeys 
or Reg Vardy are willing to enter- 
tain ideas, such as swapping ter- 
ritories, that family firms would 


reject Such chains barely exist 
in continental Europe and are 
only now emerging in the US. 

Last year. Fiat gave Pen- 
dragon, a leading UK chain, 
exclusive representation for its 
brands inside London’s M25 
orbital motorway. The Italian 
company argued handing retail- 
ing to one company would elimi- 
nate independent dealers' ten- 
dency to discount each other and 
project a better brand image. 
James Blades, head of Fiat Auto 
in the UK and architect of the 
scheme, has been transferred to 
head office in Turin to implement 
the scheme elsewhere. 

Ford has been busiest of all 
The car maker has redrawn its 
dealership network into 112 new 
areas based on changing demo- 
graphic and consumer patterns. 
About 60 per cent of sales are 
going through reorganised zones, 
says Mr McAllister. If successful, 
the idea will be copied on the 
continent and in the US. 

Ford’s immediate goalisto cut 
costs and improve dealers' 
returns. But its ambition is to 
turn dealers into “antennae” 
reporting market trends -to the 
factory directly by computer. Mr 
McAllister argues better forecast- 
ing will reduce waste in manufac- 
turing: components can be 
ordered just when required, and 
finished vehicles will not need to 
be left to the whims of the 
weather in massive open air 
stockpiles. 

The company, which is invest- 
ing $400m in its UK dealers and 
European plants to implement 
the scheme, hopes to cut the 
“order to delivery” time to only 
15 days from six weeks in 1992. 
The company will then be build- 
ing cars virtually to order. 

Such measures will not elimi- 
nate the car makers’ chronic 
overcapacity by themselves. But 
by making production more 
responsive to demand, they 
should cut manufacturers’ costs, 
raise dealers' profits and, just 
possibly, make customers hap- 
pier in the bargain. 


OBSERVER 


Look back 
in Agra 

Strange to find Queen Victoria and 
Lord Aberdeen with walk-on parts In 
India’s unfolding pofticaJ drama. 
Constitutional experts trying to figure 
out who should form the government 
In the wake of an inconclusive 
election have surprised everyone by 
looking to Britain - circa 1852. 

The distent prospect of a post-poll 
affiance between the Congress party 
aid the outgoing United Front has 
India's academics ploughing through 
the history books. Should the 
president tun to the biggest single 
party - the Bharatiya Janata Party - 
or Congress, which might stake a 
claim to represent the biggest block 
in pariiamenf? 

It’s a thorny question but, when it 
comes to democracy, nothing's new 
under the sun. Good Queen Vic 
faced a similar dilemma in 1852, 
says constitutional expert Kapil Sibal, 
when a collection of Liberal Tories, 
VVftigs and Liberals claimed the right 
to govern against the opposition of 
the biggest party, the old-school 
Tories. Lord Aberdeen, for the 
Whig-Liberals, ended up In the 
hot-seat. Old news, perhaps. But 
potentially good news for Congress. 

Paris spring 

Goldman Sachs has been making a 
splash in France under the leadership 
of local boy Syfvain Hefes. The firm 
recently helped broker the friendly 
takeover of Insurer AGF by Allianz of 
Germany: now ns property 


investment arm, the Whitehall Fund, 
is snapping up the once troubled 
property lending side of Insurance 
giant GAN. 

But steering a course through the 
upper echelons of Gallic finance can 

be a tricky business, ts there not a 
conflict of interest between 
Goldman’s latest property coup and 
its role as GAN's pnvattsation 
adviser? Apparently not the bank is 
advising only on the safe of GAN's 
insurance activities - and not its 
Other subsidiaries. 

Mind you, Observer hears that the 
AGF-AJfianz deal did cause some 
gritting of teeth round at GAN - 
because it has ail-but knocked 
Aifianz out of the running as a 
potential bidder for the state-owned 
insurer. Sometimes it’s so hard bring 
successful. 

Croupier’s curse 

Vasso Papandreou is partial to an 
after-dinner hand of cards with a few 
fellow socialists, but Greece's 
ambitious development minister has 
always disapproved of slot machines 
and roulette wheels. The former 
firebrand Marxist wasn’t keen to 
hand out casino licences in the first 
place - and now she’s promising a 
crack-down on the gaming industry. 

Papandreou, a protege of but no 
relation to late prime minster 
Andreas Paponcaeou. granted 
licences to US gaming giants Ike 
Hyatt Regency and Playboy 
International only after US president 
Bill Clinton had leaned on prime 
minister Costas Slmrtis. The seven 
private casinos which resulted were 


Intended to take money off rich 
foreign tourists; the snag is that 
locate make ample use erf the 
faaSttes during the off-season. 

In fact, so many Greeks have lost 
their shirts that Papandreou now 
plans tough new laws, including a 
casino ban on public sector 
employees. That won't be pop Liar 
with foe baccarat brigade, but it 
could reduce the bloated public 
sector payroll: hard-gambling civil 
servants will surely take early 
ret i remen t rather than lose their place 
at the fruit machines. 

Another hang-up 

Fifteen years of cut-throat 
competition has given US consumers 
lower telephone bits and supposedly 
better service. But it has also 
fostered an Insidious practice that's 
very hard to stamp out stemming. 

Competition Is so fierce that phone 
companies have taken to simply 
stealing each others’ residential 
customers. The hapless householder 
only finds out when when the next 
bill arrives - usually with a batch of 
extra fees for the “prfvflege” of 
having switched service. All highly 
illegal, of course. But last year the 
rasnber of complaints about 
slamming more than doubled. 

Even AT&T - am the biggest 
long-detance earner, and the one 
foat has tost the meet from the 
practice - has been infected. The 
company yesterday launched a 
campaign to stop Independent AT&T 
safes agents, many of whom don’t 
seem to be as tightly controlled as 
its own safes force, from indulging. 


The aim is to make sure 'our own 
house is in order.” says chairman 
Miches) Armstrong. If only others 
would get the message. 

Russian doll 

Barbie, the curvaceous blonde who 
ascended to worldwide tconhood, 
has suffered her share of 
humiliations. Remember the 1960s 
lime-green leisure suit an d 
rainbow-coloured van? But that’s 
nothing compared with the indignity 
she's faring in the Siberian seaport 
of Magadan: Russian fishermen are 
Importing crate-feeds of cute Uttfe 
misses from China - and shaving otf 
her flaxen locks for flshbait “The hair 
Is, v«y popular with local fish," says 
one Siberian sea-dog. Must be a 
type of kitsch cod. 

Diary of a somebody 

if Bill Gates put up a stout defence 
yesterday in front of the 
Congressional rottweilers, Observer 
can reveal why. The Microsoft boss’s 
Washington diary has been posted 
on the internet and the chief nerd's 
innermost thoughts reveal rigorous 
preparation. First, a Jams Bond 
movie on the flight down to DC - 
“somehow they are not as good as 
the ones I saw when I was young, or 
maybe it's me that is different” - 
then some djghtseeing round the 
Capitol with wife Mefinda and “a 
quick pizza” for dinner, “t went to 
bed early last night so HI be fresh. It 
wiS befun to talk about the PC 
industry.” Isn't communication a 
wondarfifi fifing? 



100 years ago 


Specidatlon Upon Name 
The prospectus of Safviati, 
Jesurum and Company has given 
rise to considerable speculation as 
to what abbreviation would be 
adopted by foe Stock Exchange 
tor the resounding none of the 
Company should it attain to the 
efignity of an official quotation. 
Some such short title is. Indeed, 
desirable, lor were a jobber to 
seek to deal in the sham by their 
fofl name it would sound as If he 
were beginning to Intone a 
Gregorian chant 

50 years ago 

LastOf OSXoan 
Britain on Monday exhausted her 
83,750,000,000 loan from foe 
United States when she withdrew 
her final 8100.000.000 
(£25,000,000). The final whhftawal 
was announced by the United 
States Treasury yesterday, says 
Reuter. The money, or&naRy 
expected to last Britan from three 

to five years, held out orty 19» 

months. Premature exhaustion of 
foe credit is attributed to London 
to three main causes the 
deterioration in Britain's terms of 
trade, the attempt to make sterling 
convertible before confidence had 
bean restored, and foe top-sided 
development of British trade with 
the hard currency area- 
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More Than Just a Good Zipper... 
Our Advanced Architectural Products 
Are Changing The Face of The nbridj 
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Slipping the bonds 


The US economy’s stubborn robustness 
has taken the wind out of the Treasury 
market. Strong business activity data 
have driven the yield on the 30-year long 
bond back above 6 per cent from Janu- 
ary's 5.7 per cent low. investors who 
feared two months ago that Asia's crisis 
would trigger deflation now argue it will 
have no meaningful impact at all 

That looks over hasty. The economic 
impact of the crisis, such as a worsening 
trade balance and slower earnings 
growth, will take time to trickle through. 
Ironically, Asia's more immediate finan- 
cial consequences. In the form of lower 
bond yields and Interest rates, has mean- 
while boosted US growth - as seen In the 
strong number of housing starts. But the 
betting must still be that Asia will make 
Itself felt this summer, with most analysts 
expecting economic growth to slow from 
3.8 per cent to around 2.5 per cent 
in 1998. 

And there are other reasons to be bull- 
ish on bonds. Inflation is low and the 
budget deficit has been eliminated. In 
most respects, US fundamentals are better 
than Germany’s, yet 10-year Treasuries 
yield nearly 90 basis points more than 
10-year bunds, up from 35 basis points last 
November. That spread deserves to nar- 
row again. 

India 

India's Inconclusive election .could be 
the worst of all worlds tar I n ves to rs. The 
country does not face a financial crisis 
like others in Asia, but radical action to 
overhaul the economy is still desirable. 
The priorities should be renewed action 
on the budget deficit; a stronger, better 
supervised financial sector and greater 
private-sector infrastructure Investment 

Either the Hindu nationalist Bharatiya 
Janata party or the centrist Congress 
party might have been able to push 
through such reforms given a clear major- 
ity. Unfortunately, a hung parliament 
seems a recipe for andipqs compromises. 
Of the two main possible outcomes, a 
BJP-led coalition is probably the less bad. 

One benefit is that its Hin du revivalism 
would have to be toned down to win over 
other parties. And, while the BJPs suspi- 
cion of foreign investment is unappealing, 
its relative enthusiasm for economic liber- 
alism at home arguably mare than com- 
pensates. A Congress-led coalition, by con- 
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trust, would rely on Communist party 
votes, probably suffocating its freemarket 
sentiments. In any event, until the politi- 
cal uncertainty is resolved, Indian shares 

- though, theoretically cheap - are 
unlikely to go anywhere fast 

UK governance 

Margaret Beckett Is again proving her- 
self more pragmatic in government than 
her socialist rhetoric in opposition 
suggested. Hie trade and industry secre- 
tary is right not to press for legislation at 
this stage to impose better corporate gov- 
ernance. Not only would a law spawn 
even more red tape than the current codes 
of best practice but it* would also be less 
adaptable to changing events. Far better 
to keep chivvying companies »n<t inves- 
tors to improve their act, and retain the 
threat of legislation in reserve. 

Moreover, Mrs Beckett’s ideas on what 
improvements are needed, like more 
accountability and long-term thinking, 
are sensible. One idea, though, that shg 
does not menti on — and that the Hampel 
committee supported only half-heartedly 

- is to pay non-executives largely in 
shares. How better to ensure they act in 
investors' interests? 

Porsche 

Is Porsche about to jeopardise its status 
as Europe's most profitable carmaker 
with a risky diversification? Perhaps. 
Building an off-road vehicle would be a 
si gnificant departure for the luxury sports 
car manufacturer, potentially compromis- 


ing the brand.- Cur rent profitability ."owes 
much to . the canning of plans - for a Jour- 
door Porsche, -as well asrrhlglrtiegree of 
component Sharing between fisl’twojnain 
models, -the Boxster and -the- stairiar-new 
911. Furthermore, th&AdtffX end Of . the 
off-road segment- is increasingly crowded 
as the main tarmafegre move; Into thejbst- 
est growing part of the market ’ • 

But fears may be overdone.; A; Porsche 
offering at the b i gh - marg in end^ehaHpflg . 
ing the Mercedes-Benz M-Clasff’and the 
Range Rover, .Could .be sensible. The .grow- 
ing popularity-of such -vehicles is compel- 
ling, especially in tfife TJJ3 VltLcb' aoMUtits 
for over- a third ^ Pmsche's sales. ■- - 
Furthermore, if Porsche. can'fipC the 
right partner’- . perhaps!. Volkswagen, 
which alscrwants to -enter the segment - 
it could share, the risks and costs olihe 
project Building the vehicle- in the' US — 
as Merced^ haS done with its. M^Class - 
would also- provide >-»■- -natural hedge 
against the' dollar „'&hit 'higher German 
wage costsT..*'^ . " . •■•-■>■ •• . 




Halifax, - rr.? 

Halifax wants, to he "the. UK's leading 
provider of personal -financial service-. If 
the share, price" is' .'anything to go-tisLif is 
winning the- battle. A- jump -of- around- 25 
per cent yeaj'; le ay jSs' U IhC ihost 

highly rated -bank, -on- a-multipleof 20 
times 1993 jgammgs. " Alas., fMBjis .more 
testimony to the temming-like instincts of 
fund managers' tbao- reeogntttan'of a' bril- 
liant banking ktpry- . 

On yesterday’s-- evWeuce;- t±ds rating 
flatters Halifax.; Operationally, the, push is 
to diversify non-core earnings.- But-'trther 
income" actually. Tell 'slightly. Abbey 
National has shown that organic diversifi- 
cation is possible; Tratlf takes time: Hali- 
fax is mvest3ng,.but an. acquisition would 
clearly speed up- theTJroeess. Prices; how- 
ever, rule that out foc-now- Against "that 
backdrop, the £lbir W-67bnMmy-badris a 
sensible' move/ But" the 'benefits' would 
almost certainly be greater tf-to-was to be 
more precise, arid aggressive, jn managing 
its capital structure* - -•»• - 

Disappointing- progress' ^cannot,, of 
course, . disguise .HkEfax’s. core strength: 
an £80bn mortgage book; Plug that tato a 
widening retail margin and a. lot of extra 
profit spiffs out.- This -is an enviable; posi- 
tion bfrt it does' no); justify the -share 
price. - - ■- - 
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FT WEATHER GUIDE 


Europe today 

The Mediterranean wffl be warm 
and sunny but north-west Spain 
and northern Portugal will have 
showers. Northern France, the Low 
Countries and northern Germany 
will be windy with rain, but mfleL 
Southern and central France, 
together with the Alpine states, wflf 
be dry with some sun but the wet 
weather further north wth spread 
south-eastwards towards evening. 
Scandinavia and the Baltic States 

w<H be cold with snow showers, 
although Denmark is more Hkely to 
see rain. 

Five-day forecast 

The Mediterranean wffl be sunny, 
although Jtaly and Greece w8l see 
showers and a drop h temperature 
during tomorr o w and Friday. North- 
west Europe wf turn colder as a 
north- westerly airflow develops, but 
Atlantic fronts will bring rain and 
irflder ar on Friday and Saturday. 
Scandinavia will be very cold with 

snow showers. 

TODAY'S TEMPERATURES 
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Accelerating fall in Asia’s 
imports may hit revival 


By Jofai Ridding in Hong Kong 

Asia's imports are falling sharply as 
a result of the region's economic cri- 
ses, and the pace of the decline has 
accelerated, according to economists 
and shipping companies. 

The fall could hit the revival of 
exports, because many of the 
region's manufactured export goods 
require components from abroad. 

A rise in net exports and an 
improved current account balance 
may lead to an easing of pressure on 
regional currencies. But economists 
warn it is likely to fuel tensions with 
trading partners. 

"Asia's imports appear to be col- 
lapsing rapidly." said Ma Guonan, 
head of Asia-Pacific economics 
research at Salomon Smith Barney, 
citing short-term debt crises, falling 
demand and currency devaluations. 
“The pace has accelerated since 
November." 

The trend is underscored by ship- 
ping companies. “There are a lot of 
empty boxes coming back to Asia." 
said Harry Wilkinson, chief financial 
officer of Orient Overseas, the Hong 


Kong group. "Intra-regional trade 
has fallen flat on its face.” 

John Meredith, managing director 
of Hutchison Port Holdings, the 
ports arm of Li Ka-shing's business 
empire, said: "One trend that has 
developed is a big unbalance in con- 
tainer trade. Ships are leaving the 
US with large numbers of empty 
boxes to pick up traffic going 
eastwards.” 

Asian imports started slowing last 
autumn and statistics for January 
show the fall increasing. Korean 
imports were 40 per cent lower in 
January than a year before, while 
Thai imports almost halved and 
Singapore also saw a sharp fall. 

In some economies the fall was 
exaggerated by the timing of the 
Chinese lunar new year holidays. 

Most economists expect further 
sharp declines In regional imports. 
"It could easily carry on for another 
one or two quarters, so we may not 
be seeing the worst of it." said 
Nicholas Kwan, chief regional econo- 
mist at Merrill Lynch. 

The most affected areas would be 
capital goods and big ticket items 


such as aircraft, while consumer 
items would also be hit. The sharp- 
ness of the fall may undermine pros- 
pects for a rapid rebound in exports. 

•Asia's export recovery this year 
is likely to be rather moderate as 
Asia relies heavily on manufactured 
exports which tend to have a very 
high Import content." said Mr Ma. 

The reduction in imports of raw 
materials for re-exports in Korea in 
January accounted for almost a 
third of the total fall in Imports. 

While export volumes from the 
region have grown, values in US dol- 
lar terms have shrunk as a result of 
currency devaluations. 

With many economists predicting 
export growth in the low single 
figures this year, a substantial wid- 
ening of the region's combined trade 
surplus is being forecast. 

Salomon Smith Barney believes 
that the combined trade surplus for 
east and south-east Asia, excluding 
Japan, could rise from an estimated 
SSbn in 1997 to more than $70bn this 
year. 

Land of the rising dragon, Page 12 


Japan’s ‘Mr Yen’ corruption 
claims to be reinvestigated 


By Gillian Tett si Tokyo 


Japan's finance minis ter yesterday 
reopened an investigation into alle- 
gations that Eisuke Sakakjbara. the 
country’s top financial diplomat, 
abused his position to help a friend 
in financial difficulties. 

Hikaru Matsunaga told parliament 
he would re-examine the results of a 
1991 finance minis try investigation 
which absolved Mr Sakakibara of 
any wrongdoing. 

Mr Sakakibara is vice minis ter of 
finance for international affairs and 
plays a key role shaping Japan's 
external economic policies. Diplo- 
mats and market traders warned 
that the revival of the corruption 
allegations could complicate Japan's 
relations with key partners. 

The dollar rose half a yen in 
Tokyo markets immediately after 
the news and closed later in London 
at Y 125.9. up Y0.4. 

Ken Okamura, an analyst at 
Dresdner Kleinwort Benson, said: “If 
Sakakibara goes, then Japan -US pol- 
icy co-ordination is going to suffer 
badly. It could make it harder for the 


US to get its messages across." Mr 
Sakakibara’s position is considered 
pivotal because he is perceived to 
have particularly close links with 
key US figures such as Larry Sum- 
mers. US deputy Treasury secretary. 
His influence over the currency mar- 
kets and his role as an unofficial 
spokesman for Japan on global 
financial matters have earned him 

the nic knam e “Mr Yen”. 

Mr Sakakibara. who earlier this 
week floated a proposal to create a 
new global financial system, is mak- 
ing a high-profile visit to south-east 
Asia and is not expected back in 
Tokyo until Friday. He did not com- 
ment on the corruption allegations, 
made in parliament by opposition 
politician Shozo Kusakawa. 

Mr Kusakawa claimed Mr Sakaki- 
bara used his influence to persuade 
Daiwa Securities to provide illegal 
compensation of Y220m for a friend’s 
investment losses in 1991. At the 
time Mr Sakakibara was head of the 
finance ministry bureau in the Tokai 
area of Tokyo. 

Ryu taro Hashimoto, Japan's prime 
minister, said he wanted to reopen 


the case since "investigations should 
be carried out wherever neces- 
sary . . . thoroughly to enforce 
official discipline". 

If Mr Hashimoto backs him in the 
coming days, some observers argue 
that Mr Sakakibara will escape seri- 
ous political damage. Some Japanese 
lawyers pointed out that the legal 
base for the accusations was. in any 
case, unclear. Daiwa Securities 
denied any wrongdoing. 

Discussion of tbe issue in 
parliament could in itself be a 
serious blow to Mr Sakakibara's rep- 
utation. however. Although he is a 
well-known figure internationally, 
be is controversial in Japan and has 
recently come in for criticism. 

He was criticised in parliament 
last week for backing calls for Japan 
to take action to boost its economy. 
Earlier, he was criticised for arguing 
that Japan should reform its system 
of government. A number of Japan's 
banks and brokers have been 
dragged into corruption scandals in 
recent months. 

Currencies, Page 23 



Masters in Finance 


■ London Business School’s Masters in Finance is a 

specialist programme designed for people pursuing 
7 : J - a successful career in finance. It can be completed 

... in nine months of full-rime study or in two years 
.. . of part-time (mainly evening) attendance 

*/- -.'I- at the School. 

• ;.'.r - ' • The Masters in Finance is rigorousj 

practical and career-oriented, and is taught 
by the School’s intemarionally-renowned finance 
faculty. To find out more, come to one of our information sessions below: 


Piease tick the box if you wish to attend an Information session 


London - Monday 9 March at 6A5pm 

□ 

Tokyo - Thureday 19 March at 7.00pm 


London Business School, Sussex Place, NW1 

Keio Plaza InterContinental. 2-1 Nishl-Swnjuhu. 

2chome 

Hong Kong - Monday 18 March at 7.00pm 

n 

London- Tuesday 21 April at GJLSpm 

, 

Mandarin Oriental Hotel, 5 Connaught Road 

London Business School. Sussex Place. NW1 


Singapore - Tuesday 17 March at &15pm 

□ 

London - Monday 18 May at 6.15pm 

n 

Raffles Hotel, 1 Beach Road 

London Business School. Sussex Place, nwi 



Information about our MBA and Sbon Masters in Management will ako be available at all 


Mr tortfmr Mom u rttoa co nt a ct Ttw Prop imhiw M o imo tto n OTOoc, London Bnstoan School, Susan * Pioca. mutant-* -- ■ 

London NWX4SA, UK. mopbooa: 1 44 {0)171 7000040 Fox: *44 {0)171 723 1798 MM* 
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fruit farmers fear frost 

171 30uthem £jJro Pe are fearful frost 
iragra rutn than - harvests alter one of the warmest 
waters on record. Daytime temperatures ham been 
raacrang 20 degrees centigrade for the past few 
weeks In the Mediterranean, with n|ght tsrriporaturas 

/^? 9rea l‘ OW ' 11,6 peaCh ’ P 0 ®- ***** «"d 

otter deodtious fruit trees in northern Italy and 
Jeeceare already to full bud, at least one month 
before their n ormal tone and whan frost Is stfll ekaty. 

Severe frosts badly damaged harvests in Italy and 

Greece last summer with deciduous fiiat harvests 
down by as much as 40 per cent Page 24 

Lance transforms Brazilian press 

In the short time since it 


was launched In Novem- 
ber, Lance has estab- 
lished a number of firsts 
In BrazOToi newspaper 
history, which have won it 
plaudits for Its technical 
competence. Lance, left. 
Is the first full-colour daily 
In Brazil end the first dally 
t o hav e two separate 
printing plants producing 
different editions for the 
Ho de Janeiro and Sfio Paula markets. Lance also 
represents a departure In the way newspapers are 
run In Brazil. Unlike most of BrazTs daffies, which are 
managed by their family owners, Lance 1$ backed by 
financial Investors, the founder shareholders of the 
TJS$43m project Include Bozano Sknonsen and Icatu. 
two leading investment banka. Page 17 


Texas raises offer for Energy Group 


Cash bid of 840p a share for UK 
utility tops PacifiCorp’s 820p 


By Andrew Taylor, 

Uflfflfes Correspondent 

Texas Utilities yesterday lifted 
its cash bid for Energy Group 
to SAAStib (r7.43buX tbe third 
offer made for the UK’s largest 
electricity supplier in 24 hours. 

Texas Is bidding 840p for 
each Energy share, topping the 
S20p offer made by PadfiCorp, 
a rival US utility, on Monday 
night Texas had bid 810p a 
share on Monday rooming. 


PadfiCorp said lest night It 

was considering its position, 
but it is unlikely to make a 
farther offer until a decision is 
taken on whether Margaret 
Beckett, trade and industry 
secretary, decides to refer the 
Texas offer for investigation 
by the UK Monopolies and 
Mergers Commission. 

The secretary of state has 30 
days after the Texas bid docu- 
ment is submitted to make her 
decision. PadfiCorp's approach 


has already been cleared by 
the MMC and the US Federal 
Trade Commission. 

Both Texas and PadfiCorp 
have bought Energy Group 
shares In the stock market 
over the past two days. Texas 
said yesterday it had acquired 
a 13 J per cent holding in the 
British company, while Padfi- 
Corp Iras an 8.6 per cent stake. 
Energy Group’s shares rose 
32p to 888p. 

PadfiCorp originally bid 
680p last summer for the Brit- 
ish company whose main asset 
is Easton Electricity, a utility 
supplying power to Sm custom- 
ers in eastern England and 


north London. It also has UK 
gas interests and owns Pea- 
body the largest coal producer. 

PadfiCorp lifted its offer at 
the beginning of this year to 
7S5p after its initial bid was 
cleared by an MMC investiga- 
tion ordered by Mrs Beckett. 

Its current wait and see tac- 
tic is based on the view that it 
would be foolish to continue 
the bidding when Energy 
shareholders might prefer to 
accept a lower offer from Pad- 
fiCorp rather than wait -for 
another MMC investigation, 
should that be required, 

Erie Nye, Texas chairman, 
said he was confident of win- 


ning clearance in the UK and 
the US. 

The company's latest offer 
complied in full with the 
recommendations of the 
MMC’s report on PadfiCorp, 
said Mr Nye. Texas also had 
briefed Offer, the UK electric- 
ity regulator, on plans to ring- 
fence Eastern’s finances and 
balance sheet to avoid claims 
that it would seek to drain tide 
UK company of cash. 

Texas has arranged a $X0bn 
facility, led by Chase Manhat- 
tan, to cover the cost of the 
acquisition and assumption of 
$34bn of Energy Group debt. 
Some $L5bn of this would be 


recovered by the agreed sale to 
Lehman Brothers Merchant 
Banking Partners of Peabody, 
the US coal business, and Citi- 
zens Power, a US power 
marketeer both owned by 
Energy Group. 

Texas also planned to issue 
up to J1.4bn of ordinary shares 
in the 12 months following the 
Energy Group purchase. There 
were also plans to issue fSOOm 
of debentures automatically 
convertible into equity and 
$40Gm of preferred stock also 
convertible Into equity. 

Mo ticket home, Page 20 
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Magna’s ambitions thwarted 

Magna International ’s ambitions to acquire General 
Motors* Delphi seating operation, a deal that would 
have established the Canadian oar parte maker as the 
third largest car seat supplier (h north America, wore 
put on hold when GM announced it would negotiate 
a deal wfth Lear, a rival US parts maker. The move by 
Magna had been welcomed by Investors who had 
become unoomfortable at Its diversification Into non- 
core areas such as theme paries and restaurants. This 
year it has concentrated on the car porta business 
acquiring 67 per cent of Steyr-Daimler-Puch, the Aus- 
trian operation that assembles cars for Daimler-Benz 
and Chrysler, and Rottra Moras, the Italian car parts 
maker. Pago 18 

Merger transforms Olivetti 

OUvetti*s merger of Ha Information technology busi- 
ness with Wang Laboratories of the US has cleared 
the way for the Italian company to transform Itself 
into a telecoms group. Pago 16 

Tabacatera profits Jump 

Tabacatora, which in offset controls the production 
and rated cflstrfoution of tobacco products In Spain, 
has annocinoad a 48 per cent ]ump in 1 887 net profft 
and a 22 per growth in safes. Pago 16 . 

Sports cars perform well 

Luxury wurte car makers Rpracheof Germany and 
Ferrari of Italy haw put to j j a ri orm anc os as eyo- 
eateWnfl as their cars. Pago 16 • 


COMPANIES IN THIS ISSUE 


Advanced Info 
Ags 

Airtouch 

AH Nippon Airways 
American Attnea 
Amoco Corporation 
Amyfln 

Andaman Consulting 
Area-Sworn 
Arthur Andersen 
Aoda 

Awe Credit 
Associates Rret Cap 
Avtozaz 



Amylin shares 
slump as funding 
deal collapses 


VWs move into the tunny market to challenge the primacy of Mer ce d es Bent is one of the chief ambitions of cha irman Ferdinand Pieoh 

VW plans limo and upmarket Passat 


By Heft Sbuonfan to Geneva 


Volkswagen, Europe’s biggest 
carmaker, yesterday confirmed 
plane to challenge rhp primacy. 
of Mercedes-Benz in luxury 
vehicles with at least two 
high-powered models. 

The first will be an debt- 
cylinder version of VWs new 
Passat family saloon. This will 
be followed by a limousine 
built an tiie bade engineering 
str u cture of the next A8 lux- 
ury model from Audi, the 
upmarket VW subsidiary. 

The “Passat-plus” and the 
Ifmotcdne, which will be pow- 
ered by a new V12 engine, 
could spawn various deriva- 
tives to reinforce VW*s move 
into Mercedes-Benz territory. 

VW*s marketing executives 


stressed that the move Into the 
luxury market, one of the chief 
ambitions of Ferdinand PtSch, 
the rhairman, would QOt dis- 
tort or damage the group’s 
image as a manufacturer of 
affordable volume cars. 

Robert Bflchelhofer, group 
head of sales and marketing, 
said the move would take 
place "step by step”, with each 
new model coming only when 
VW believed customers were 
ready to accept it. “VW needs 
to be a pyramid. The brand 
cannot be constrained by any 
definitions from the past We 
must build cars for every 
member of the family." 

Mr Bflchelhofer said a suc- 
cessful move upmarket 
depended on creating “a sense 
of expectation” among motor- 


ists that VW bad such ambi- 
tions - and on accurate tim- 
ing. He said VW’s image in 
Asia was already strong 
enough to support Such cars 
but the process would take 
longer in Europe where VW 
would have to ensure that 
dealers could offer an appro- 
priate standard of sendee. 

Separately, Jens Neumann, 
group board member for North 
America, forecast VW sales In 
the US would soar to 180,000 
this year from 138,000 in 1997. 
Sales in the first two months 
surged by almost 30 on the 
back of publicity for VWs New 
Beetle, which goes on sale in 
the US in about a fortnight 

Launched at the Detroit 
motor show in January and 
road tested in Atlanta last 


month. It had generated 
“immense attention", he said. 
He added that US sales would 
be boosted also by better avail- 
ability of the Passat and con- 
tinuing strong demand far the 
Mexican-built Jetta. 

VW said production of the 
New Beetle In Mexico would 
be Increased to 160,000 a year 
from 130,000. The original plan 
was to make 100,000. 

The new output level, to be 
reached in 1999, would help 
VW meet demand when the 
car goes an sale in Europe 
around December. It should 
also help VW overcome an 
expected fell in US sales when 
the Jetta is replaced. 
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By Victoria Griffith in Boston and 
lira But to Stockhoto 

Shares of Amylin, the US 
biotechnology company based 
is San Diego, were in free fall 
yesterday after Johnson & 
Johnson backed oat of a part- 
nership agreement with the 
company to develop a diabetes 
treatment. 

On Nasdaq, AmyUn’s Stock 
was quoted at midday at $2£L 
down 46 per cent from Mon- 
day’s dosing price of 3S&. 

Amylin said the break with 
Johnson A Johnson was 
“disastrous”. The group will 
lay off 25 per cent of Its work- 
force. 

It said it will concentrate on 
obtaining quick regulatory 
approval far its diabetes drug 
- a synthetic version of the 
hormone pramlintlde, which 
is mfaring or deficient in mil- 
lions of diabetics. 

Johnson Sc Johnson will con- 
tinue to fund research for six 
months, and Amylin says it 
has enough cash - about 
fSSQm - to survive until the 
beginning of 1999. By then, 
Amyfin hopes to be : dose to 
whining clearance to market 
its diabetes treatment in 
Europe. 

Johnson & Johnson’s deci- 
sion to end funding of Amy- 
lin’s treatment came as a 
shock. In Angnst, Amylin was 
f orced to redesign ctiwhart tri- 
als of its diabetes drag. 
Patients taking the treatment 
oftai cut back an their hunlin 
usage, a phenomenon the com- 
pany viewed as promising but 
that confused test results. 

Johnson & Johnson reaf- 
firmed its comm i tment- to the 


research and no new clinical 
info rm ati on has been released 
since. In fact, the company 
broadened Its commitment to 
the pramlintide research this 
year. 

The potential market for 
diabetes drugs Is huge. In 
October, the Centres for Dis- 
ease Control in Atlanta 
warned that diabetes was 
becoming a national epidemic 
in the US, with 16 million 
diagnosed with the disease. 

The need fa* new drugs is 
ur g e n t, particularly following 
controversy over Glaxo WeU- 
come’s troglitazone, which 
was pulled from the UK mar- 
ket last year. 

Amylin said it will search 
for new corporate partners. 

Separately, Raisto, a Finnish 
company that has developed 
the first cholesterol-cutting 
margarine, announced It had 
finalised a worldwide market- 
ing deal wfth Johnson & John- 
son. The two companies 
agreed a letter of intent in 
November to distribute and 
produce Benecol, which blocks 
the absorption of cholesterol 
in the body, 

Brian Perkins, president of 
Johnson & Johnson’s McNeil 
consumer products division, 
said: “Numerous studies have 
already proven the efficacy of 
this product, and from today 
we go beyond the talking and 
prepare to market Benecol 
mound tiie world.” 

Raisio will guarantee sup- 
plies of active ingredients, 
while Johnson & Johnson will 
contribute its global distribu- 
tion and marketing resources. 

fo^ShigeiV’* 



BARRY RILEY 


Europe’s benchmark war 


A curious European stock 

market index war is erupting 
Just as 11 European Union 
member states appear to be 
moving peacefully towards 
monetary union in 10 months’ 
time. 

Some of the index launches 
may be linked to the 
re quirem ent for Europe-wide 
benchmarks as Continental 
Institutions adjust to changes 
in Tiafinnai regulations and In 
their prudential 
currency-matching 
constraints. Others may 
reflect, rather, a hunt for 
unique products by national 
bourses that otherwise face 
extinction as Europe’s capital 
markets become un i fi ed. 

The ultimate prize for these 
indices would be recognition 
as leading benchmarks for the 

integrated European market 

Which pan-European index 
will he quoted on the German, 
Dutch or British television 
aews in, say, five years? 

There are big commercial 

incentives, because whereas 
indices were once distributed 
free by newspapers, banks or 

stock exchanges as 

promotional tools, today they 
can he profitably sold as 
benchmarks for tracker funds 
or as the basis for futures and 
options contracts. Here I 
should point out the Financial 
-jlnjes’s commercial interest 
through FTSE International 
and its links to 
Standard & Poor's in global 

indices. . _ . 

For investors the question k 
whether the European indices 
will not just passively measure 
the market but will actively 
feed back into prices, as big 


fund managers scramble into 
the benchmarked stocks but 
neglect others. 

Although a European leader 
may emerge, a variety of 
indices will be needed. After 
all, in the US the Dow 
Jones-owned Barron’s weekly 
lists 39 “major” domestic stock 
market indices. In Europe, two 
broad index series for 
performance measurement 
have been provided for many 
years by Morgan Stanley 
Capital International and 
FTSE/S&P as subsections of 
global products. FTSE also has 
the well-established Euro top 
100 and 300 series, linked with 
the Amsterdam Stock 
Exchange and targeted mainly 
at the derivatives industry. 

Last week Dow Jones 
launched its Stoxs indices, 
jointly with the German, 
French and Swiss exchanges. 
Standard & Poor’s is also 
planning to produce new 
European indices. The Belgian 
Futures and Options Exchange 
has jumped into the 
overcrowded index business 
with its specialist Eurobench 
series of sector indices. 

A study by Dresdner 
Kleinwort Benson sets out 
some background to this 
benchmark battle. At present 
Investment institutions in 
most EU states are restricted 
by severe currency matching 
rules and foreign asset 
ceilings. With the arrival of 
the euro, many of these 
constraints will fell away, at 
least within "Euroland". 

DKB’s analysts estimate that 
□an-UK institutional holdings 
of European equities will be 
rising at S430bn annually in 


the next three years, driven 
not just by the euro but also 
by a shift from bands to 
equities. Will these flows be 
neutral, or will they be 
channelled by narrow 
benchmarks into the biggest 
stocks and sectors, as appears 
to have happened with 
London’s Footsie Index, now 
extensively tracked? 

A complication is the ElTs 
division into Euroland 
(initially including, it appears, 
ll states) and the rest So 
there are both euro and 
pan-European benchmarks. 
Awkwardly, the UK - boasting 
easily the biggest stock 
market, with a 86 per cent 
weighting - is outside for the 
time being. Worse, fourth 
biggest Switzerland will 
exclude itself indefinitely. A 
euro benchmark would 
scarcely be attractive without, 
far instance, the big Swiss 
pharmaceutical stocks. 

hi practice, ways may be 
found around these problems. 
Some of the benchmarks can 
be customised 'to suit 
institutional objectives. 
Non-Euroland bourses are 
concocting plans to quote their 
leading stocks in euros. The 
pan-European indices will 
dominate. 

Indices are valuable tods. 
But ftmd managers will have 
to beware of getting trapped 
with unfortunate country and 
sector weightings while the 
index-trackers prosper. 
Anyway, is Nestle a Swiss, 
European or global stock? 
There Is a bigger and mare 
valid picture than can be 
painted even by the 
pan -European indices. 
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GENEVA MOTOR SHOW TOYOTA, HONDA AND NISSAN SEEK TO COUNTER DOWNTURN IN DOMESTIC MARKET 


Japanese carmakers target Europe 


Bjr Hafg Sfmonfen and John 
Griffiths in Geneva 

Japan's three biggest 
carmakers threw down the 
gauntlet to their European 
rivals yesterday with ambi- 
tions to expand, sales 
in the region with new mod- 
els more geared to local 
tastes. 

Toyota, which on Monday 
night unveiled the latest ver- 
sion of its new Yaris small 
car for Europe, said it expec- 
ted to raise sales on the con- 
tinent by 11 per cent to 
525,000 units this year. 

The company, which In 
December announced plans 


for a new plant In northern 
France, is pinning its 
short-term hopes on 
improved demand for its 
Corolla and Avensis models. 

Production of the Corolla 
is due to start at Toyota's 
UK plant, which already 
builds the Avensis. later this 
year. 

Toyota said orders for the 
Avensis, the redesigned 
Carina E. were running 30 
per cent ahead of its fore- 
casts thanks to its warm 
reception in the motoring 
press and improved styling 
to appeal to bolder European 
tastes. 

Separately, NobuMko 


Kawamoto, president of 
Honda Motor, said its Euro- 
pean sales were scheduled to 
rise from 235,000 units in 
1997 to 250,000 this year. 

The increase, which will 
come largely from a wide 
model range at its UK plant, 
is the next step in the 
group’s plans to increase its 
European sales to 300,000 - a 
2 per cent market share - by 
the year 2000. 

Speaking for Nissan. Norio 
Mats urn ura. president of Nis- 
san Europe, said the com- 
pany hoped to gain 4 per 
cent of the market - which 
translate into sales of 
550,000-600.000 units a year 


by early next century. 

The figures imply a fierce 
sales battle between the Jap- 
anese groups, which are 
stepping up their European 
presence partly because of a 
downturn at home. 

However, Mr Matsumara 
admitted Nissan had been 
producing cars too conserva- 
tive for European tastes. All 
three manufacturers plan to 
boost their presence with 
cars more boldly styled. 

Mr Matsumara said a 
series of new models to be 
launched from next year 
would be much more adven- 
turous. “Some recent models 
have been said to be boring. 


and I admit to some extent 
that this is true." said Mr 
Matsumara. 

"But now we are using all 
our engineering and 
research and development 
facilities in Europe to pro- 
duce cars that will be much 
more welcomed by European 
customers.” 

Mr Matsumara said Nissan 
did not want to regard itself 
as embarking on a sales war 
in Europe with its larger 
Japanese rival. “But we cer- 
tainly want to keep the mar- 
ket leadership position 
among Japanese manufac- 
turers we have had for 20 
years.” 


Ferrari, Porsche 
report turnover 
accelerating 


By John Griffiths 

Porsche of Germany and 
Ferrari of Italy yesterday 
claimed performance in the 
showroom as eyecatching as 
their luxury sports cars 
achieve on the road. 

Turnover at Fiat-owned 
Ferrari last year rose above 
the Ll.OOObn ($560m) mark 
for the first time. 

The company reached the 
ceiling in terms of the vol- 
ume of cars it wishes to pro- 
duce, said Luca di Monte- 
zernolo, Ferrari president. 

Unveiling a new version of 
Ferrari’s 456 grand tourer, 
Mr di Montezemolo said the 
3.851 cars delivered to cus- 
tomers worldwide last year 
represented an 8.1 per cent 
increase and was marginally 
above the 3.500 cars which is 


regarded, as the “optimum" 
for Ferrari. 

To rise above this level 
would be to prejudice exclu- 
sivity and quality, on which 
Ferrari's brand image had 
been built, he added. 

Porsche chai rman Wende- 
lin Wiedeking, unveiling a 
cabriolet version of its latest 
911 model, said demand for 
all the company’s models 
was running “a double-digit 
percentage above our own 
plans, which were already 
optimistic-* 1 

It now expects to sell at 
least 38,000 cars in its cur- 
rent fiscal year to July, up 
Grom 32,300 previously. 

Porsche is expected to 
open talks with Valmet, its 
partner producing “over- 
flow” production of the 
Boxster sports car in Fin- 



In the {hiving seat Porsche hopes to sefl 38,000 cars in its current fiscal year Picture: Reuters 


land, to increase capacity 
devoted to the model. 

Valmet has a two-year con- 
tract with Porsche to pro- 
duce up to 14.000 Boxsters, 
5,000 of which are being sup- 
plied in the current year. 

With the 911 model taking 
up increasing amounts of 
capacity at Porsche’s Zuffen- 
hausen plant, however, Por- 


sche is expected to seek a 
longer-term agreement with 
Valmet, providing for higher 
output if demand warrants. 

But the Valmet facility, 
which has also built cars 
for General Motors, is much 
bigger, with a theoretical 
capacity of 60.000 vehicles a 
year. 

Mr Wiedeking said net 


profits in the first half of the 
fiscal year to January 31 
rose DM38. 4m to DM697m 
(S385m). with revenue grow- 
ing 10.2 per cent to 
DM1.96bn. Unit sales 
advanced to 14,958, from 
13.549 in the same period in 
1996. 

Lax, Page 14 


Aga set 
to cut 
staff by 
1,300 

By Tim Burt m Stockholm 


Aga. the Swedish industrial 
gases group, yesterday 
announced plans to cut 1,300 
jobs - 12 per cent of the 
workforce - over the next 
two years in a wide-ranging 
restructuring programme. 

The company, reporting 
pre-tax profits down from 
SKrl.76bn to SKA.64bn 
($205m) for 1997, predicted 
that the overhaul would gen- 
erate savings of SKr3O0m 
next year, rising to SKrSOOm 
annually from 2001. 

Lennart Selander. chief 
executive, said the group 
would outsource large parts 
of its distribution, warehous- 
ing and transport operations, 
while cutting the number of 
production sites for cylinder 
gas by 17 per cent to 290. 

“These reductions will 
affect all countries in which 
Aga operates," he said. “The 
total cost of this programme 
will be SKr500m, charged to 
earnings as the costs arise." 

Mr Selander was speaking 
after Aga reported an 
increase in full-year operat- 
ing profits from SKrl.fftm to 
SKrl.74bn on sales up from 
SKrl2.9bn to SKrUAbn. 

The pre-tax figures were 
depressed by a SKrIOSm 
restructuring charge, mainly 
covering redundancy costs 
last year and the launch of a 
new business structure 
based on three areas - man- 
ufacturing industry, process 
industry and healthcare. 

Although earnings per 
share fell from SKr5.11 to 
SRr4.51, the company has 
proposed raising the divi- 
dend from SKr2.70 to SKr3. 

Aga's most commonly 
traded B shares fell SKrl to 
SKrlOT. 


news digest 


Tabacalera jumps 
48% to Ptal7bn 


By David White In Madrid 

Tabacalera. the company 
that in effect controls the 
production and retail distri- 
bution of tobacco products 
in Spain, has set the stage 
for Its privatisation by 
announcing a 48 per cent 
jump in 1997 net profit and 
22 per cent rise in sales. 

However, its shares fell 1.5 
per cent in the Madrid mar- 
ket yesterday to Ptal5,560. 
This was still 26 per cent up 
since the beginning of the 
year, following a 121 per cent 
rise last year. 

Higher volume sales of cig- 
arettes and cigars, combined 
with stable staff costs, 
pushed consolidated net 
earnings up to Ptal7.34bn 
($113m>, after falling to 
Ptall.73bn the previous 
year. 

Group operating profits 
showed a steeper rise, up 72 
per cent to Pta20.66bn. Earn- 
ings per share rose from 
Pta318 to Pta471. In January, 
the company paid an interim 
dividend of Ptal66, compared 
with Pta78 a year earlier. 

The company is next on 
the Spanish government’s 
list of public privatisations, 
with the state due to sell its 


rem ainin g 52.4 per cent 
stake in late April or May. 

Merrill Lynch, Banco Cen- 
tral Hispano, Banco Bilbao 
Vizcaya and Argentaria have 
been named as co-ordinators 
for the offering, expected to 
be worth about Pta300bn. 

The government Is set to 
maintain a “golden shar e" as 
a means of preventing a 
rival gp§up from taking a 
significant stake. The com- 
pany waf partially privatised 
in 1987. r 

Tabacalera said it aimed to 
consolidate a position as the 
world’s leading cigar multi- 
national. following $364m 
worth of acquisitions last 
year in the US and Central 
America. 

It holds a monopoly on 
production on the Spanish 
mainland, including joint 
venture and licence agree- 
ments. Its own brands 
account for more than half 
all cigarette sales in Spain. 

Overall sales net of 
value-added tax reached 
PtaLOOlbn last year, against 
Pta8l8bn in 1996. After 
deduction of special tobacco 
taxes and commissions to 
tobacconists, net turnover 
was just over 11 pa* cent up 
at PtaS66bn. 


Telefonica to lift share capital 


By David While in Madrid 

Teleffinica, the Spanish 
telecommunications group, 
is set to raise its total 
annual dividend from Pta89 
to Ptal02 a share and seek 
shareholders’ authorisation 
for a capital increase worth 
up to Pta640bn ($4.17bn) at 
recent market prices. 

The authorisation to raise 
share capital by 12.5 per cent 
is seen as being linked to 
possible further investments 
in Latin America, particu- 
larly in the privatisation of 
Brazil’s Telebrfis. 

The plans were contained 


in documents submitted to 
Spain's CNMV securities 
market commission in 
advance of the company's 
annual general meeting on 
March 17. 

Telefdnica will propose 
raising its final dividend for 
last year from Pta54 to 
Pta62. after paying an 
Interim dividend increased 
from Pta35 to Pta40. 

The overall increase of 
Ptal3 is the same as for 1996. 

Last week, the group 
announced an 18.6 per cent 
increase in its attributable 
net profits to Ptal90.06bn for 
last year, its first as a fully 


privatised company and its 
last as a monopoly in basic 
telephone services in Spain. 

The group is proposing a 
reorganisation to bring its 
basic domestic activities, 
currently carried out by the 
parent company. Telefonica 
de Espafia. into an operating 
subsidiary. 

This company would come 
under a renamed parent unit 
- Telefonica SA - alongside 
other subsidiaries covering 
overseas interests, mobile 
telephones and multimedia. 

Last year, the Spanish 
activities of Telefdnica de 
Espaha accounted for 59 per 


cent of group turnover. 

But its 9 per cent growth 
rate was relatively modest 
compared with expansion of 
almost 34 per cent in inter- 
national activities and 40 per 
cent in cellphones. 

All of the parent compa- 
ny’s current operating assets 
are to be transferred to the 
new subsidiary together 
with some other Spanish 
activities. 

The company said the 
reorganisation was a neces- 
sary result of its recent 
expansion into overseas mar- 
kets and the opening Df com- 
petition in Spain. 


NORWAY 

BNBank set to re-open 
merger talks with Fokus 

BNBank. the No^ian mow lendar ’ 1 
reopen merger talks with Fokus Bwkjto WJJJJ 
tender, following the collapse of a deal 

wfth rival Dsn norake Bank. The , 

Naenngsbanken), which last year spumed an Intod approach from 
Fokusin favour of a NKi214-^share bid from DnB, made dear it 
was ready to recommend a revised offer by Fokus. 

Earlier this year, the Norwegian government Nocked DnB s 
takeover amid fears that It would lead to the polanOTttori of the 
financial services industry In Oslo. Both BNBank and Fokus are 
based in Trondheim- 

Fokus yesterday said it was ready to discuss an all-share 
merger worth NKr2.15bO. Thu Burt, Stockholm 

THE NETHERLANDS 

Stork takes control of Polmor 

Stork, the Dutch industrial services group. Is taking a two-thirds 
majority in Polmor, a Polish supplier In sheet metalworking and 
component manufacture. Although not specifying a price, it said It 
was to raise FI 200m (S97.9m) through a convertible bond Issue 
to fund expansion in industrial components and technical ser- 
vices. 

The announcement accompanied a 25.4 per cent rise In net 
profits for last year to FI 172m at Stork, which in mid -1996 took 
over the profitable parts and maintenance arm of Fokker, the 
failed maker of regional aircraft 
Sales at FI 5.5bn were ahead 12 per cent. The annual dividend 
of R 2.30, up from F1 1.90, is being paid from earnings per share 
of R 5.61. against R 4.58. It said the Fokker units contributed to 
the good result, on which it expects to Improve this year. Gordon 
Cramb, Amsterdam 

SWITZERLAND 

Georg Fischer health restored 

Georg Fischer, one of Switzerland’s oldest engineering compa- 
nies. yesterday signalled its return to financial health with a 46 
per cent jump In 1997 net profits to SFn 14m (477.91m) and a 
one-third rise in its dividend. The company, which passed Its divi- 
dend in 1992 and 1993, has been recovering for the past three 
years. Last year was the first that profits and dividend topped 
their 1990 peaks. 

Having shed a third of its workforce at the lowpoirrt in its for- 
tunes, GF yesterday reported an Increase in numbers employed 
for the third year running to 11.910. Currency movements 
accounted for a quarter of the 20 per cent rise in 1997 sales, to 
SFr3.lbn. organic growth far 7 per cent and the remainder 
reflected changes In consolidation. WBIlam Hall, Zurich 

ARES-SER0N0 

FDA approval sought 

Ares-Serono. the Swiss biotech company, has filed an application 
with the US Food and Drug Administration for Rebif, its new 
genetically-engineered multiple sclerosis drug- It is seeking 
approval for its use in treatment of relapsing remitting multiple 
sclerosis, the disease's most common farm, and transitional mul- 
tiple sclerosis. 

The family-controlled drug company, which currently generates 
two-thirds of its sales from infertility dregs, is gambling that Rebif 
will bum out to be a blockbuster product which can cut its depen- 
dence on the relatively mature market far Infertility dregs. Ana- 
lysts have estimated that Ares-Serono's sales of Rebif could top 
S500m a year and may even come to match Its sales of infertility 
dregs. WiSiam Hafl 

PHARMACEUTICALS 


Belgian bank examines Fortis link 


By Ned Buckley in Brussels 


Gdndrale de Banque. 
Belgium’s biggest, said yes- 
terday it was “examining all 
options" for its future - 
including a link with Fortis, 
the Belgo-Dutcb financial 
services group. 

The Belgian bank's future 
has been in question since 
its board last month decided 
not to enter the bidding for 
CIC, the French banking net- 
work in the process of priva- 
tisation. It would have been 
one of the favourites. 


Analysts have suggested 
the h ank cannot remain a 
standalone business since its 
three biggest Belgian 
competitors - Banque Brux- 
elles Lambert, Kredietbank, 
and Credit Communal de 
Belgique - have been 
involved in mergers, take- 
overs or alliances. 

But Ferdinand Chaffart. 
chief executive, insisted yes- 
terday the bank's 1997 
results - with net profits up 
13 per cent from BFrl5.lbn 
to BFrl7.1bn ($457ra) - 
showed it was capable 


of prospering on its own. 

Mr Chaffart said Generate 
de Banque had carefully 
examined a bid for CIC but 
uncertainty about the 
French bank's future perfor- 
mance had raised doubts. 

He added that manage- 
ment bad pledged to exam- 
ine all options for Generate 
de Banque. including an 
approach from Fortis. •‘That 
option will be studied very 
carefully and will be com- 
pared with other options we 
might have.” 

The admission marks a 


significant shift for Mr Chaf- 
fart, who had said last Sep- 
tember he saw “no reason" 
to start talks with Fortis. 

Gross income in 1997 
increased from BFrl32bn to 
BFrl43bn. but an increase in 
operating costs pushed the 
cost/income ratio up from 
59.7 per cent to 60.3 per cenL. 
which the bank acknowl- 
edged was well above its 
target 

A gross dividend of 
BFr546.67 a share is pro- 
posed. compared with 
BFr526.67 for 1996. 


Roche, which has one of the highest research spends in the 
pharmaceutical industry, has launched a big overhaul of its 
research strategy in a bid to cut costs and speed up dreg 
launches. The move is expected to lead to job losses at Its 
research centres In Nut ley. New Jersey, and Kamakura, Japan - 
two of the Swiss group's most important. Kamakura will concen- 
trate on research into fungal infections; Nuttey win reduce Its 
research in oncology and inflammation and concentrate on 
research into metabolic diseases. WUfiam Hail 


BANKING 


1997 Results 

Continued 
strong growth 
in 1997 



FFmOions 

1997 

1996 

Revenues 

2,265 

1.841 

EBITDA' 

420 

514 

Net income 

210 

186 


- EBITDA: earnings before Interest, taxes, dep re ciation and a mort iza tion. Inducting partnerships. 

Consolidated revenues for Rathe were up by 23% in 1997, to almost FF 2.3 biffion. 
Growth was driven primarily by an increase in revenues for movie theatres and 
by the first time consolidation of Liberation for the fun year. 

BSkyB (17%-heJd by Pathd) continued to grow, with subscribers up by 1 1% 
to 6.7 million at the end of 1997. CanalSatellite (20%-heId by Pathe), was 
substantially ahead of forecasts with 776,000 subscribers at the end of 1997, 
an increase of 74%. 

Six flms produced or coproduced by Pathe were released in 1997 wttie 20 featues 
in France and 13 In the UK were distributed during the year. 

Admissions at Pathfe movie theatres in France and the Netherlands increased 
to 20 million, up by 18%. 

Paid cfreulatfan of the daily Liberation rose by 6% in 1 997 to almost 1 71 ,000 copies 
and the title returned to profit 

Net income for Pathe rose by 13% to FF 210 million. 

The Board wffl propose a net dividend of FF 10, corresponding to a gross cfividend 
of FF 1 5 Inclusive of tax credit, to the Annual General Meeting called to approve 
the 1997 accounts. 

PathO on internet: www.pathe.com 


Olivetti to concentrate 
on telecoms activities 


By Paul Betts hi MBan 


The merger of Olivetti's 
information technology 
systems and services busi- 
ness with Wang Laboratories 
of the US has cleared the 
way for the Italian company 
to transform itself into a 
telecommunications group. 

•The miss ion is now clear. 
1 want to turn Olivetti into a 
significant telecommunica- 
tions player," Roberto Colan- 
inn o. Olivetti chief execu- 
tive. said yesterday in 3n 
interview the day after sign- 
ing his company’s LTOObn 
($392. 5m} agreement with 
Wang. 

As a first step he will pro- 
pose a rationalisation of the 
complex structure of holding 
companies built around 
Omnitel, Italy's fast growing 
second cellular telephone 
operator controlled by Oli- 
vetti and its international 
partne r s. They include Man- 
nesmann of Germany, and 
Bell Atlantic and Airtouch of 
the US. 

With 2.5m subscribers at 
the end of last year, Omnitel. 
which opened its network 
only two years ago, has 
become Olivetti's prime 
recovery vehicle. 

Mr Colaninno said a sim- 
plification of Omnitel's exist- 



Man wfth a mission: Roberto 
Colaninno, Olivetti chief 

ing corporate structure made 
up of different bolding com- 
panies would “increase 
value for all shareholders". 

The second imminent step 
is to develop Olivetti's pres- 
ence in the liberalised Ital- 
ian fixed line telecommuni- 
cations market with a 
five-year Ll.500bn invest- 
ment programme for its 
Infostrada subsidiary in 
which Mannesmann is also a 
strategic ally. 

"We want to become a 
fixed line telecom operator 


offering services to the busi- 
ness market," Mr Colaninno 
explained. 

Infostrada has already 
reached a verbal agreement 
with Ferrovie dello Stato, 
the Italian state railways, to 
use its telecoms network. 

Mr Colaninno was para- 
chuted into Olivetti 15 
months ago. His recovery 
strategy involved the dis- 
posal of the company's loss- 
making personal computer 
activities and other non-stra- 
tegic assets, strengthening 
the telecoms business 
through partnerships and 
finding a partner for the 

Olsy IT operations. 

"We first had to sell the 
PC business. If we had not 
done that Mannesmann 
would not have invested in 
our telecom activities," be 
explained. He said be would 
welcome Mannesmann tak- 
ing a direct stake in Olivetti 
to cement the relationship. 

The sale of the Olsy IT 
unit to Wang in return for 
an 18.6 per cent stake in the 
US company was portrayed 
by some analysts as Oli- 
vetti’s departure from the IT 
business. “I'm not worried 
whether it is an exit out of 
IT or not." Mr Colaninno 
said- “My core is telecoms. 
Wang is an opportunity." 


DMG recruits UBS staff 

Deutsche Morgan Grenfell has raided the embattled offices of 
Union Bank of Switzerland to recruit six highly-rated equity ana- 
lysts tor its European research division In London. DMG, which 
announced yesterday that ft had completed the 250m $82m) 
acquisition of NatWest Markets equity derivatives business, said 
It was looking for another 10-15 equity analysts in 1998. 

The new recruits include Mark Beil by, ranked as the top madia 
analyst In last month’s Reuters survey of European larger com- 
pany research, and Charles Donald, rated top by Reuters m the 
transport sector. Mark Cusack, the former head of research at 
Hoare Govett who ranked fourth in the diversified Industrials sec- 
tor (or UBS, wiU head DMG’s European engineering team. Ross 
Jobber . part of the UBS team rated top in support services In last 
year's Extel survey, will join DMG’s technology group. 

George Graham, Banking Editor 


ISRAEL 

Dead Sea Works flat 

Dead Sea Works, the Israeli chemicals manufacturer, ye s t e rd a y 
said net profits were flat during 1997 as revenues jumped 27 per 
cent, because of losses from the company's new magnesium 
plant. Annual net profits were unchanged at Shin 40m {S39m). 
Revenues rose 27 per cent from Shk126bn to Sbkl.Bbn, fuel led 
by a 31 per cent Increase in potash sales. Dead Sea Works 
would not quantify losses generated by the magnesium plant. 
Volkswagen of Germany holds a 35 per cent stake In the project, 
In which Shk410m has been invested so far. 

Avi Machlis, Jerusalem 


MEDIA 


Pathe hints at FT1 plan 

Pathd. the French media group, yesterday gave Its strongest hint 
yet of Its Interest in acquiring control of TFi, the country’s leading 
^mmerclal charnel, JerGme Seydoux, chairman, argued that 

^ pH !L had rBlallve,y sta 9 narrt ^ the past few 
months because the youp was not a significant television opera- 
tor. “We know that and we are preparing to respond," he said. 

Path’s name has been linked to that of TFI since late last 
ywr when me French businessman Vincent BoUor4 took a 10 par 
S , "f® uygues ’ the largest shareholder of TFI 

Wrtn per CfifTu 

fueHed specutetton that Bouyoues. which 
range 01 construction and utilities businesses, 
would be broken up and its television interests sold 
Andrew Jack. Paris 
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COULD SET PRECEDENT 

DKB giyen 
role in sale 
of Rosneft 


By Ctoystia Freeland hi Moscow 


Russia has appointed 
Dresdner Kleinwart Benson 
to assess the value of Ros- 
rie ft. the largest Russian oil 
company still to’ be priva- 
tised. in a significant step 
towards greater fairness and 
transparency in the coun- 
try's troubled privatisation 
process. 

The decision is one of the 
first where Russia has 
enlisted independent foreign 
advisers to help set terms of 
a significant state sell-off, 
potentially creating ' an 
important precedent. 

Officials have said they 
hope Rosneft will fetch $2bn, 
but many western analysts 
have valued the company at 
closer to gUSbn. 

The Dresdner appointment 
also suggests the Russian 
government’s urgent need to 
raise revenues could out- 
weigh political consider- 
ations which have domi- 
nated the privatisation 
process in the past, giving 
well-connected insiders a 
strong advantage. 

Rosneft's privatisation has 
attracted some of the titans 
of the Russian economy, as 
well as leading international 
on companies. An alliance of 
Royal Dufch/Shell and Gaz- 
prom. the Russian natural 
gas giant, has expressed its 
interest in Rosneft 

British Petroleum and its 
partner. Sidanco. a top Rus- 
sian on company, could also 
be in the running, as wen as 
Yuksi, Russia’s largest oil 


company. and one of the 
world’s biggest producers. 

Dresdner Kleinwort Ben- 
son, which beat six other 
contenders for the mandate, 
must set a price for Rosneft 
by March 14. The date of 
Rosneft's privatisation has 

not been firmly set. 

As the last great prize of 
Russia's sweeping privatisa- 
tion programme, the Rosneft 
sell-off has been the target of 
intense political manoeu- 
vring by powerful financiers 
determined to ensure the 
terms of sale are slanted to 
their personal advantage. 

The appointment of an 
outside financial adviser 
could settle controversy over 
the terms of sale, including 
the most serious sticking 
point: whether 51 per cent or 
75 per cent of Rosneft will 
initially be put on the auc- 
tion block. 

Analysts said the partici- 
pation of an experienced for- 
eign com p an y could help de- 
politicise the government's 
decision about the manner 
in which Rosneft is sold oft 

"I thin it well see the costs 
of different options - 51 per 
cent or 75 per cent - made 
clear to the government," 
Stephen O’Suffivan, oil ana- 
lyst at MC Securities, said. 

“This is another little 
milestone along the rocky 
road towards decent privati- 
sations," a Moscow-based 
analyst said. “This could be 
an important precedent 
establishing independent 
valuations as a routine prac- 
tice." 


Growth continues 
at consulting firm 


By JsnKefty, 

Accountancy Correspondent 


Andersen Consulting 
yesterday reported revenues 
for 1997 up 25 per cent to 
$6.6bn - the fourth consecu- 
tive year of growth in excess 
of 20 per cent — shrugging 
off doubts that its feud with 
Arthur Andersen could 
undermine its success. 

“Nothing wiQ distract os 
from our mission of helping 
clients change to be more 
successful and pur intention 
of building the consulting 
firm of the future," said 
George Shaheen, global chief 
executive. 

Mr Shaheen, who has led 
the business since It was 
formed in 1989, indicated 
that partner profits, which 
are -confidential, . were also 
buoyant “The partners seem 
happy - they’re not clamour- 
ing for my scalp." 

The two sister firms are 
awaiting a New York federal 
court ruling on the latest 
spat in their dispute over 
governance, competition and 
income-sharing. But Mr 
Shaheen saw the results as 
evidence that the consulting 
business can rise above the 
dispute. 

The figures leave Ander- 
sen Consulting running 
ahead of its sister firm in 
terms of absolute revenues 


and growth rate. Arthur 
Andersen had posted reve- 
nues of $5.2bn to August 
1997 - a rise of 13 per cent 
on the previous year. 

Vernon Ellis, managing 
director for Europe, the Mid- 
dle East, Africa and India, 
said growth had been stimu- 
lated by change, particularly 
as companies sought to take 
advantage of the European 
single market 

Andersen Consulting 
focuses on managing com- 
plex large-scale change, 
often involving IT solutions. 
Mr Elite said it was concen- 
trating on those clients who 
would benefit from such 
aMUs. As a result, total cli- 
ent numbers had dropped by 
about one- third in two years. 

The biggest rev Mine gains 
came in the region based on 
Europe, which achieved a 23 
per cent increase to $2~Jlbn. 

The outsourcing operation 
- Business Process Manage- 
ment - saw revenues leap 58 
per cent to $ibn. 

Revenues in the Americas 
grew 29 per cent to S3.75bm 
Asia-Pacific by 16 per cent to 
$583m; and the UR by 30 per 
cent to £444m ($732m), 
adjusted for exchange rates. 
Leafing practices by indus- 
try were energy, up 68 per 
cent to 8435m, and insur- 
ance, up 56 per cent at 


Asia depresses 

De Beers result 


By Marie Ashurst 
ki Jotanesbarg 


De Be«u. the South African 
diamond grot® which runs 
the world’s rough diamond 
cartel, weathered difficult 
trading conditions in south- 
east Asia in the second half 
to report full-year results 
slightly ahead of analysts 
expectations. - ■ 

Sales of rough diamonds 
by the : Central . Selling 
Organisation fell by 4 per 
cent from. .the previous 
year’s record <rf $4^4bn to 
84.64 bn: However, net 
ineft nte from d i a mo nds - the 
diamond - account - 
increased by 8 per cent to 
Sg49m in the year to Decem- 
ber 31, reflecting strong first- 
frnlf sates. 

• combined "total net earn- 
ings' fell 9 per cent to.S2.2bn 
after sales measured by dia- 
. mond value fell by 19 per 
cent in Japan and by 1BP« 
cent in the rat .of the Asia- 
Pacific region. 

The dividend was 
undunged at *1.03 to each 
linked unit - . 

: * An ITper cent 
the diamond account at Cen- 
'-tonarv De Beers interna- 
. associate, was diluted 


by the weaker dollar value 
of De Beers’ rand-denomi- 

• nated contribution. The rand 
declined from an average 
J14J24 against the dollar to 
RA56 last year. 

The results were margi n - 
ally ahead of analysts' expec- 
tations. which had been 
revised following the col- 
lapse of south-east Asian 
currencies. 

-The system is old ana 
creaky, but they are run nin g 
It exceptionally well,” said 
one analyst “The real prob- 
lem is that diamonds are a 
doDar-priced product so now 
they cost twice as much in 
Korea.** 

Diamond stocks had been 
reduced by 6 per centfij 
$4.7bn previously to $4--*4bn 
at December 31. 

. The results mark the end 
of De Beers* historic reje as 

an integral component of the 
greater Anglo American 

gI Tbe sister companies said 
last year the group would oe 
restructured along common- 
tty lines, and yesterday 

results were announced from 

De Beers* new corporate 
headquarters at Crown 
EL outside Johannes- 
burg i 


COMPANIES & FINANCE: INTERNATIONAL 


Brazil publisher sees a sporting chance 

Lance newspaper is changing the way the country’s press is run, writes Geoff Dyer 



T he headline screamed 
“Humiliation: 1-0** in 
two-inch, red and white 
letters, but Walter de Mattes 
Jr, the publisher of Lance, 
Brazil's new sports newspa- 
per, was elated. 

“The game finished at 4am 
our time, but we etBl got the 
result out for later editions," 
he says, beaming with pride, 
following Brazil's humiliat- 
ing defeat in early February 
at the hands of footballing 
minnows, the US. 

In the short time since it 
was launched in November, 
Lance has established a 
number of firsts in Brazilian ’ 
newspaper history, which 
have won it plaudits far its 
technical competence. Lance 
is the first full-colour daily 
in Brazil and the first daily 
to have two separate print- 
ing plants producing totally 
different editions for the Rio 
de Janeiro and SAo Paulo 
markets. 

Lance also represents a 
new departure in the way 
newspapers are run in Bra- 
zil. which could have big 
implications for the indus- 
try. Unlike most of Brazil’s 
dailies, which are managed 
by their family owners, 
Lance is backed by same of 
the country's most profes- 
sional financial investors. 


The founder shareholders 
of the US$43m project 
include Bozarto Stmonsen 
and Icatu, two leading 
investment banks, and 
Globo, Brazil's largest media 
organisation. 

Among other investors is 
Andr& Lara Resende, a mil- 
lionaire farmer banker with 
a penchant for motor driv- 
ing, whose day job is advis- 
ing President Fernando Hen- 
rique Cardoso on economic 
pohey. 

Mr de Mattos, a business- 
man who spent eight years 
reviving O Dia, the Rio pop- 
ular newspaper, owns a 20 
per cent stake. He is that 
rare species In the Brazilian 
media: a professional man- 
ager with experience in run- 
ning newspapers. 

Mr de Mattos will not go 
into detail but the structure 
of the company has allowed 
Lance to get around the 
legal requirement that only 
Brazilians can own newspa- 
pers - a law which has cur- 
tailed investment in the sec- 
tor In the past 

The p rogress of this new 
venture will be watched 
closely by a number of other 
investors - and not just in 
Brazil - who see the Brazil- 
ian media as an attractive 
prospect 


Congress is currently 
examining a law which 
would maim it easier for for- 
eigners to take stakes in Bra- 
zilian titles. Among other 
potential opportunities, Gaz- 
eta MercantU, the leading 
business newspaper, is 
believed to be looking for an 
investor to take a minority 
stake. 

“A lot of investors are 
interested in the newspaper 
sector," says Marcos Recbt- 
man, a director at Bozano 
Shnqnseq. 

“Together with the jour- 
nalists, they win turn the 
newspapers into professional 
businesses, rather than 
instruments of power.” 

L ance will need all the 
professionalism it can 
muster if it is to survive. 
“You might say that starting 
a newspaper at the end of 
the 20th century is a form of 
madness," Mr de Mattos 
says. 

As well as the sports sec- 
tions of the mainstream 
newspapers and a growing 
number of sports magazines, 
there are already two old 
sports newspapers in Brazil. 
The target Is to raise current 
sales, which Lance says now 
stand at 55.000, to 200,000 in 
three years. 


However, Mr de Mattos 
was inspired by the 'success 
over the last five years of 
Sports papers in Italy, Spain 
and France. He was able to 
present his would-be inves- 
tors with market research 
and focus group studies 
which showed that there 
could be a market in Brazil 
for a new, dedicated sports 
paper. 

He hopes the growing pop- 
ularity of sport and its stars 
will work in Lance's favour, 

“Sport is now on the same 
level as show business,” he 
says. “People Magazine now 
covers Michael Jordan" 

Already, lance's content 
has changed to try to cap- 
ture more of this develop- 
ment Early editions concen- 
trated largely on news, but 
there are now more feature 
and personality pieces. 

Tbe paper's investors are 
also attracted by the growth 
of interest in sport 

“There will be a wave of 
new business opportunities 
related to sport” Mr Recht- 

man arMg. “Mass c onsumer 

industries are all turning to 
sport" 

Lance will also hope that 
the performance of the Bra- 
zilian football team 
improves. 

This year’s World Cup to 
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Home colours: Lancs has won plaudits for technical competence 


France is a huge opportunity 
for the paper to attract 
new readers. Mr de Mattos 
will not be so pleased if his 
headlines in June read 
“Humiliation." . 


This is the fifth m a series on 
Latin American media 
markets. Previous articles 
appeared on December 19, 
January 3, January 20 and 
February 25. 



UNISYS 


has shaken up the computer 
world with its Windows NT® server 
featuring 10 processors. 


Imagine the impact when 
it hears we're stringing 
together 160!* 


‘Unisys is approaching mainframe performance for Windows NT by clustering 16 Aquarrta servers featuring 10 processors each. 
vvww.unisys.com 
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COMPANIES & FINANCE: THE AMERICAS 


CARMAKERS' EMPLOYEES TO SHARE IN $3.1 BN CASH DISTRIBUTION 


NEWS DIGEST 


PACKAGING 


Huhtamaki acquires 
Sealright for $202m 

Huhtamaki. the Finnish packaging and confectionery group, 
yesterday said it would become the world's leading manufacturer 
of ice cream containers by acquiring Sealright, the US packaging 
business, in a $202m deal. 

The company - already the market leader in Ice-cream packag- 
ing in Europe and south east Asia - plans to establish its first 
presence in North America by paying $122m for Sealright’s “rigid 
packaging" operations and assuming its SSOm debts. 

Timo PettoJa, Huhtamaki chief executive, said the takeover 
would not include Sealrighfs loss-making flexible packaging and 
labelling businesses, which are being demerged by the Missouri- 
based company. 

Sealright controls more than haft the US market for ice-cream 
containers, which was worth $300m last year. 

Huhtamaki. which is funding the deal from cash reserves, said 
it was considering other bolt-on acquisitions in the packaging 
division but gave no further details. Tim Burt, Stockholm 

BLACK & DECKER 


Ford sets date for Associates spin-off 


By Nikki Tait 
in Chicago 


Ford will next month spin 
off its 80.7 per cent interest 
in Associates First Capital 
Corp, the finance company, 
to its shareholders, and 
make an alternative $3.1bn 
cash distribution to employ- 
ees who hold Ford stock 
through the company's 
employee savings plans. 

Based on the current price 
of Associates shares, the 
Ford holding is worth about 
$22.7bn. With the additional 
$3.1 bn cash pay-out lifting 
the transaction's value 
to $25-8bn, this becomes the 


biggest spin-off to date in the 
US. 

Ford announced last Octo- 
ber that it had derided in 
principle to proceed, 
although the timing and 
details of the transaction 
were not spelled out. The 
company said at the time it 
believed the market value of 
Associates had never been 
fully reflected in its own 
share price. Yesterday, John 
Devine, finance director, also 
stressed that the disposal 
was designed to allow the 
company to focus on its core 
automotive operations. 

Ford will realise a one-off. 
□on-cash gain of about 


$i6.5bn in the first quarter of 
1998. The company bought 
the Dallas-based finance 
business - which is one of 
the biggest home mortgages 
and home equity loans com- 
panies, and ha< assets under 
management of about $60 bn 
- for $3.35bn in 1989. It 
floated 19.3 per cent of Asso- 
ciates' shares on the stock 
market two years ago. 

Mr Devine said the deal, 
including the cash pay-out, 
would reduce Ford's equity 
base by about $9bn. and end 
the restructuring of its 
financial services group. But 
he declined to be drawn on 
whether completion of the 


spin-off would make any 
form of share buy-back more 
likely. 

When Ford first 
announced its intention to 
spin off Associates. Standard 
& Poors lowered Ford's rat- 
ings. claiming that the sig- 
nificant - and growing - 
profits contribution from the 
finance business had given 
the carmaker some earnings 
diversity, amid the cyclical- 
ity of its core business. 

Yesterday. S&P affirmed 
those lower ratings and said 
Ford's outlook was “stable". 

Although Associates, the 
second largest finance com- 
pany in the US, has per- 


formed well - it has posted 
24 years of earnings growth 
- its lending practices have 
recently been the subject of 
some criticism. Mr Devine 
said that if any liability was 
determined to have arisen as 
a result, this would stay 
with Associates and not 
rebound to Ford. 

Under the terms of the 
spin-off. Ford shareholders 
wifi get one Associates share 
for every Ford common and 
Class B share. Those who 
invest in Ford stock through 
employee savings plans will 
get a cash distribution of 
equal value, also on a per 
share basis, on the grounds 


that Associates stock is not 
available as an investment 
option in the employee 
savings plans. 

The distributions will be 
made on April 7. 

Ford shares gained $1£ in 
early New York trading to 
$57%. Associates eased 
to $81%. 

Mr Devine added that 
Ford’s cost-cutting plans for 
the current financial year 
were "on target" and said 
the company was comfort- 
able with analysts' current 
earnings forecasts. Analysts’ 
forecasts average about $5.37 
a share for 1998. according to 
First Call. 




Dayton Hudson Magna urged to keep eyes on the road 

NgW6II S6(IS Stake to Goldman $)D(I. F* cdcrdtcd Concern over departures from automotive core has hit share price, says Scott Morrison 

Newell yesterday revealed that it sold Its entire stake of 7.9m •♦mm -m. 


Newell yesterday revealed that it sold Its entire stake of 7.9m 
common shares that It held in Black & Decker to Goldman Sachs. 
“The transaction resulted in gross proceeds of approximately 
$395 m,° Newell said. "The company recognised a net pre-tax 
gain of slightly more than $200m. The net proceeds from the sale 
are being used to pay down debt." Reuters, Chicago 


NETWORKS 


Cabletron Systems pessimistic 

Cabletron Systems, under pressure from the closing of its digital 
network products business, said It expected fourth-quarter earn- 
ings per share to either break even or Incur a loss, before 
accounting for non-recurring charges. The computer networking 
products maker is taking non-recurring charges of more than 
$390m due to the closing of the business. 

Currant First Call earnings estimates forecast fourth quarter 
earnings per share of 16 cents and $1.03 for fiscal 1998. Cable- 
tron said it expected to report revenues between 5320m and 
$3 05m, compared with sales in the fourth quarter of fiscal 1997 
of $380. 6m. Reuters, New York 


PROPERTY 


Amoco mulls sale of HQ 

Amoco Corporation Is considering the sale of its 80-storey head- 
quarters tower, the second-tallest building in Chicago, a company 
spokesman said. "We are considering offers from select qualified 
Investors," said the oil and gas company. 

The 25-year-old structure could fetch at least $5 00m, accord- 
ing to a local press report. Following a pattern set by many 
important US corporations, Amoco would lease back the portion 
of the building that It occupies - about 40 per cent - and remain 
the largest tenant and namesake of the tower. Amoco considered 
ownership of the tower a strategically non-core business that It 
would like to divest. 

Amoco has hired LaSalle Partners, a real estate firm, to help 
evaluate potential buyers. 

Fully leased and considered “Class A" space, the Amoco Build- 
ing dominates the Lake Michigan skyline of Chicago; but has 
always been overshadowed as a tourist attraction by Sears 
Tower, the tallest building In the United States, and the John 
Hancock Center. — 

When built in the mid-1970s, the Amoco skyscraper was clad 
entirely in Italian marble, making it the tallest marble-covered 
structure In the world. But the gleaming stone buckled in the 
city’s cold winters and had to be laboriously removed and 
replaced with bright-white slabs erf granite. 

Other tenants include law firm Kirkland & 0(is, advertising firm 
DDB Needham Chicago and FMC Corp. Reuters, Chicago 
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£75,000,000 

2 'A per cent. Exchangeable Bonds Due 2004 
exchangeable for Ordinary Shares of 

Reuters Holdings PLC 

(the "Bonds") 

The hdik-re «•! the B>»nds (“Bondholders” I :,n: referred ru rfie Notice 
dated 5ih February. I published in the Financial Times. 

Notice is hereby fliven that the -chcme ut arrangement of Reuters 
Holdings PLC under Section 4-5 ■>!' the Companies Act 1985 
lihe “Scheme") hec-ime effective on 18th February. 1998 (the 
“Effective Date"). 

Bondholders should nore dint the cash amount received under the 
Scheme in respect uf ordinurv dun* of 2.5 pence ittch in che capirnl of" 
Reurers Holding PLC has now been applied. Exchange Rights (as 
defined in the Trust Peed oxutirurinq rhe h-ruls (“Trust Deed”) I in 
respect uf the Bend, have ceased »o be suspended. Bunds are now 
exchangeable Kir ordinary shares ,4 25 pence each in the capital of' 
Reuters Group FLC as follows- 102.591 shares tor each 11.000 Bond. 
5.129.501 shares for each £.50,000 Bond and 10.259 121 sham fur each 
£100,000 &.snd. This represents, taking the Bunds ar their Amortised 
Principal Amount an effective exchange price per Reuters Group share 
of £7.91149 March. 1998 increasing tu £ 9.74742 on 

5 th Octuher. 2004. 

THIS IS NOT AN INVESTMENT ADVERTISEMENT NOR 
DOES IT CONSTITUTE INVESTMENT ADVICE. EACH 
BONDHOLDER MUST MAKE HIS OWN DECISION AS TO 
THE ACTION HE WISHES TO TAKE AND MUST RELV ON 
ADVICE FROM HIS OWN FINANCIAL AND LEGAL 
ADVISERS AS TO THE CONSEQUENCES OF ANY ACTION 
HE MAY TAKE. 
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beat forecasts 


By Nikki Taft 


Dayton Hudson and 
Federated Department 
Stores, two big US retailers, 
beat analysts’ expectations 
yesterday as they reported 
earnings for the final quar- 
ter of 1997. 

Dayton Hudson, based in 
Minneapolis and with chains 
ranging from Marshall 
Field's department stores to 
Target discount stores, said 
It made an after-tax profit of 
$356m in the fourth quarter, 
up from $214m in the same 
period a year earlier. Sales 
for the three months to the 
end of January increased by 
9.6 per cent, to $8.95bn. 

Earnings per share also 
Jumped to $1.52 on a fully 
diluted basis, compared with 
91 cents a year earlier. This 
was well In excess of ana- 
lysts' expectations, which 
had averaged about $1.46 a 
share, according to First 
Call. 

The final quarter’s results 
brought Dayton’s profits for 
the year to $751m after tax, 
up from $4 63m previously, 
with sales increasing by 
about 9 per cent to $27-8bn. 
The company said that com- 
parable store revenues had 
enjoyed an underlying rise 
of 5 per cent in both the final 
quarter of 1997-98 and in the 
year overall. 

Within the group, there 
was a strong profits 
improvement from depart- 
ment store operations, which 
posted full-year pre-tax prof- 


its of $240m, compared with 
a previous $l51m. The Tar- 
get chain also fared well, 
with a 23 per cent advance at 
$1.29bn before tax. 

The Mervyn’s soft goods 
stores were less impressive, 
with full-year profits reach- 
ing $2 80m pre-tax, slightly 
ahead of the previous $272m. 
But overall, Dayton 
remained upbeat, saying it 
expected continued growth 
in sales and earnings in the 
current 12 months. 

Meanwhile, Cincinnati- 
based Federated Department 
Stores, which takes in vari- 
ous department store chains 
including Macy's. reported 
fourth -quarter profits after 
tax of $379.lm. and earning s 
per share of $1.66. This com- 
pared with analysts' fore- 
casts of about $1.64 a share, 
and compared with an 
underlying $1.55, also fully 
diluted and ahead of acquisi- 
. lion-related charges, in the 
final quarter of 1996-97. 

Sales, however, rose less 
strongly than at Dayton 
Hudson, reaching $5.06bn. 
compared with $5.03bn previ- 
ously. The company said 
that same-store sales growth 
in the final quarter was 
about 1.4 per cent. For the 
year overall. Federated made 
an after-tax profit of $536m, 
on sales of $15.7bn, with 
same-store sales increasing 
by 2.7 per cent. 

Shares in Dayton Hudson 
rose by $1 9 4 to $79 on the 
news, while Federated 
enjoyed a $1& gain, at $47£. 


Merrill Lynch 
downgrade hits 
Compaq shares 


By Nicholas Denton 
hi San Francisco 


Shares in Compaq 
Computer, the largest US 
personal computer maker, 
slid yesterday after another 
investment bank analyst 
warned that the PC price 
war was eroding margins. 

In early trading on Wall 
Street, Compaq had fallen 
$1%. trading at $29%, a slide 
of more than 4 per cent 

The market was reacting 
to the decision by Merrill 
Lynch to lower its rating 
from “buy" to “accumulate”. 
Merrill, the largest US stock 
broker, moved after Compaq 
warned at a conference that 
the January pricing environ- 
ment for its products was 
tougher than it had expec- 
ted. 

Compaq, one of the first 
important PC makers to 
price machines below $1,000, 
has faced growing competi- 
tion in the low end of the 
market, which it pioneered, 
as competitors such as Inter- 
national Business Machines 
responded to the popularity 


of these inexpensive PCs. 

Yesterday's warning came 
amid reports that the price 
war, which has ensured that 
PCs costing less than $1,000 
have become the most active 
segment of the consumer 
market, was about to hit the 
business market for PCs, 
which is where companies 
such as Compaq, IBM and 
Dell Computer make the 
majority of their profits. 

According to News.com, 
the online computer news 
service. Compaq will launch 
a basic version of its Desk- 
pro line for less than $800, or 
even $700. a move which will 
be matched by IBM. 

These prices do not 
include the cost of a moni- 
tor. 

Compaq did not give any 
change in earnings guidance 
for the quarter, but Merrill 
Lynch lowered its December 
1998 earnings estimate from 
$1.85 a share to $L80. 

The bank also reduced its 
first-quarter estimate from 
37 cents a share to 32 cents a 
share, and its price target 
from $45 per share to S34-S37. I 


U ntil last week, Magna 
International was con- 
sidered the leading con- 
tender to acquire General 
Motors' Delphi seating oper- 
ation, a deal that would have 
established the Canadian car 
parts maker as the third 
largest car seat supplier in 
North America. 

However, that ambition 
was put on hold when GM 
announced it would negoti- 
ate a deal with Lear, a rival 
US parts maker which has 
outbid Magna in the past. 

GM's surprise announce- 
ment was the latest twist for 
Magna in 1998. In a peculiar 
two months the company 
has acquired two promising 
European parts makers and 
secured an important seat- 
ing supply contract with 
GM. Yet since the beginning 
of the year its share price 
has declined by about 7 per 
cent, in part because share- 
holders have grown con- 
cerned about Magna's plans 
to branch into other busi- 
nesses. However, the shares 
have since recovered to 
C88.70 on favourable recom- 
mendations by Bear Stearns, 
the US investment bank. 

While some observers 
argue Delphi’s strong union 
would not have fitted well 
with Magna's non-union cor- 
porate culture, others 
lament that the company 
will have to strengthen its 
seat-making operations at a 
more gradual pace. Acquir- 
ing Delphi would also have 
helped Magna draw atten- 
tion away from its poorly 
received diversification 
plans. 

“It would have reaffirmed 
that the automotive business 
is still their key business," 
says one industry analyst- 
investor confidence was 
shaken when a Magna sub- 
sidiary bought a 270 ha lot to 
build a C$70Qm (US$490.6m) 
theme park near Vienna. 
Frank Stronach, the compa- 
ny’s eccentric chairman and 
a native of Austria, wants to 
build World of Wonder feat- 
uring a 140m high globe - 
the world's largest - telling 
the story of humankind. 
Concerns increased after 
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Magna confirmed the com- 
pany had acquired develop- 
ment property in Toronto 
and was reviewing plans to 
launch a small luxury air- 
line targeted at executives. 

It was perhaps under- 
standable that investors did 
not react favourably. Earlier 
attempts by the company to 
diversify Into restaurants, 
publishing and real estate 
left it heavily in debt just as 
the last North American 
recession stifled output by 
important carmakers. Magna 
entered the 1990s on the 
verge of collapse. 

Mr Stronach has strongly 
denied that the theme park 
would divert his company's 
attention away from car 
parts, which have made 
Magna into a business with 
C$7. 7bn in annual sales. The 
chairman has said the com- 
pany, which had a C$650m 
cash pile at the end of the 
first quarter of fiscal 1998, 
could form a venture capital 
arm to manage the park. 

While some observers 
believe the matter has been 
blown out of proportion, 
many analysts say that Mr 
Stronach and his executive 


team ought to stick with 
what they know best, partic- 
ularly given the trend 
toward rationalisation and 
intense cost-cutting in the 
car parts industry. The 
group's share price, already 
well below its 52-week high 
of C$101. 50. is expected to 
drop further should Mr 
Stronach proceed in Vienna. 

“Investors bought Magna 
as an auto parts company, 
not as an operator of theme 
parks. There are a lot of 
other good companies they 
could move to.” cautions 
another analyst 

H owever. Magna, has 
also been busy on the 
automotive front. In 
January it said it would 
acquire - for C$395m cash 
and new shares - 67 per cent 
of Steyr-Daimler-Puch, the 
Austrian operation that 
assembles cars for Daimler- 
Benz and Chrysler, and 50 
per cent of Steyr-Daimler- 
Puch Fahrzeugtechnik, a 
related company. SDP has 
annual sales of about 
C$1.5bn. Reports in the Aus- 
trian press suggest Magna 
might have to compensate 


SMrlMMn t 

the seller. Creditanstalt, a 
subsidiary of Bank Austria, 
for the decline in Magna's 
share price. 

Shortly after, the company 
acquired Roltra Morse, the 
Italian car parts makwr that 
has ties with Fiat, for an 
estimated C$75m_ 

Industry analysts 
applauded the purchases, 
saying the poorly-run com- 
panies had significant poten- 
tial and strong client bases. 

The acquisitions 
strengthen Magna's presence 
in Europe, which is crucial 
as the automotive industry 
undergoes rationalisation 
and parts makers are expec- 
ted to provide more parts at 
ever lower costs to factories 
around the world on tighter 
schedules. Magna already 
derives about 25 per cent of 
its revenues from its Euro- 
pean operations and the 
region’s Importance to the 
company is expected to 
increase. 

Analysts say Mr Stron- 
ach’s challenge will be to 
avoid spending too much of 
his company’s time and 
energy pursuing non-auto- 
motive businesses. 


Marcus Cable 
poised to be sold 


By Christopher Parties 
in Los Angeles 

Marcus Cable, one of the 
largest private cable televi- 
sion companies in the US, is 
expected to be sold shortly 
in a deal which could 
prompt similar sales to big 
groups with a national 
reach. 

It is understood the own- 
ers of the seven-year-old 
Dallas-based company expect 
to get $3bn for its scattered 
networks which reach more 
than lm homes in five 
states. 

Goldman Sachs has a 36 
per cent stake, Hicks Muse 
Tate & Furst. the leveraged 
buy-out specialist, owns 18 
per cent and the manage- 


ment, led by Jeffrey Marcus, 
holds 14 per cent. 

Cable, the main source of 
TV signals for US consum- 
ers. has regained favour 
among investors in the past 
year partly because of a 
spate of restructuring in 
which leading companies 
have exchanged blocks of 
subscribers to form larger 
regional "clusters" with 
more appeal to advertisers. 

The change has been 
driven by Tele-Communica- 
tions Inc. the national 
leader, which has found will- 1 
ing participants in the pro- I 
cess among other big groups. 

TCI, Comcast and Cox 
Communications are among 
likely bidders for the Marcus 
networks. 


Raisio in margarine deal with J& J 
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By Tim Butt in Stockholm 

Raisio, the Finnish company 
that has developed the 
world’s first cholesterol- 
blocking margarine, yester- 
day said it bad finalised a 
worldwide marketing deal 
With Johnson & Jo hns on, the 
US healthcare group. 

The food and chemicals 
company, which last Novem- 
ber signed a letter of intent 
with J&J, said the two part- 
ners had agreed terms for 
international distribution 
and production of Benecol - 
which blocks absorption of 
cholesterol in the body - 
after more than a year of 
talks. 


So far. Benecol has been 
available only in Finland, 
where Raisio said it had 
achieved market penetration 
of more than 20 per cent. 
The Finnish group, which 
saw profits in its margarine 
division jump from FM 12.1m 
to FMl06m ($19m) last year, 
suggested similar market 
penetration could be 
achieved elsewhere, particu- 
larly in North America- 
Buoyant industry forecasts 
for Beuecol's international 
demand has fuelled a sharp 
rise in Raisio’a share price. 
The company’s stock, which 
stood at FM62 barely two 
years ago, closed at FM935 In 
Helsinki yesterday. 


J&J declined to put a 
value on the US market - 
the next to be targeted - but 
said Benecol could help the 
estimated 90m-100m 
Americans with “elevated 
cholesterol levels". 

Raisio and J&J said they 
were also exploring possible 
partnerships with third par- 
ties to distribute and pro- 
duce Benecol outside North 
America. One of the largest 
potential markets is thought 
to be Japan. 

The product, however, has 
yet to receive regulatory 
approval in the US and J&J 
yesterday confirmed that it 
had not yet filed for 
approval in any new mar- 


kets in Europe or Asia. 

Although the US group is 
conducting further clinical 
trials involving Benecol, it 
has planned a product 
launch in the US for autumn 
this year - pending regula- 
tory approval 

Raisio, meanwhile, said it 
would receive an unspecified 
payment on signing its 
agreement with J&J, fol- 
lowed by product royalties 
and a transfer price for the 
use of stand ester, one of 
the main ingredients. 

Raisio said work bad 
begun on a $23m stand ester 
plant near Charleston. South 
Carolina, which will increase 
production capacity fourfold. 
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VEftR-END RESULTS WORSE THAN EXPECTED 


COMPANIES & FINANCE: ASIA-PACIFIC 


builders 


By Wffiiain Barnes 

hi Bangkok 

Thailand’s leading 
developers and construction 
companies yesterday 

reported uniformly bad year- 
end results as a result of 
their efforts to absorb for- 
eign currency losses and, in 
some cases, to clean up the 
balance sheet 
L and & Houses, the coun- 
try’s biggest home builder, 
incurred a net loss of 


Bt6-&3bn ($150m) in 1997, 
compared with a profit of 
Bti.76bn the year before. 

The company recently 
admitted that it was likely to 
lose Bt4hn in 1997 following 
the baht’s tumble after a 
13-year link to the dollar was 
broken last July. 

“Every time the dollar 
goes up one baht we suffer a 
forex loss of BtSSOOm," Anand 
Asa vabhokin, president, said 
last month. 

The loss was at least four 


times greater than many 
analysts had expected. 

Hemaxqj Land & Develop- 
ment, another prominent 
home builder, reported a net 
loss of BtL02bn. 

Analysts had expected, on 
average, a profit of about 
Bt25m. Last year the com- 
pany reported earnings of 
Bt624.6m. 

Quality Houses made a 
loss of Bt3.03bn for 1997, 
compared with a profit of 

Bt334.73m in 1996. Analysts' 


average expectations were of 
a modest loss of Bt73m. 

“These results look pretty 
bad. It is not only foreign 
exchange losses - they are 
trying to clean up the bal- 
ance sheet like companies in 
many other sectors.” said 
Vikas Kawatra, of Paribas 
Asia Equity. 

“But cleaning up the bal- 
ance sheet is really Just 
whistling in the wind for 
most developers because the 
property market is going to 


get a lot worse before it gets 
better.’' 

Developers with empty or 
half-built residential proper- 
ties face crumbling property 
prices amid big oversupply. 

The economy is now likely 
to contract by more than 
3 per cent this year and 
sharp cuts in government 
spending have also hurt con- 
struction companies. 

Italian -Thai Development, 
the biggest builder of infra- 
structure. reported a net loss 


of Bt4-85bn for last year, 
compared with a profit of 
Btl.52bn in 1996. Again, the 
result was worse than the 
Bt636.5m that had been 
expected. 

Cb. Kamchang, another 
big infrastructure group, 
reported losses of Bt363m 
last year after making 
Bt484m in 1996. Without for- 
eign exchange losses of 
Bt82lm it would have made 
a profit of Bt457m, the group 
said. 



NEWS DIGEST 


BANKING 

SocGen to buy controlling 
stake in Asia Credit 

Society Generate of France will buy a majority stake in Asia 
Credit, a leading Thai finance and securities company affiliated 
with Bangkok Bank, which will also significantly raise its holding. 
Asia Credit will issue 600m new shares and SocGen will buy 
31 5m at a cost of Bt3.15brt ($72m) to raise its stake In ACL from 
18.5 per cent to 51 per cent. Bangkok Bank win buy 254.3m 
Shares to raise Its stake from 8 per cent to 39 per cent Existing 
shareholders win be offered the remaining shares. 

The move will help SocGen consolidate and expand its busi- 
ness in Thailand. ACL wifi separate its finance and securities 
business, with the local office of SocGen Crosby Securities 
assuming management control. Meanwhile, SocGen’s local bank- 
ing representative wffl appoint and oversee the management of 
the finance side of the business. 

The deal also hit both Bangkok Bank and SocGen as the com- 
pany took almost BtSbn in provisions against non-per f orming 
loans last year In order to prepare for future write-offs of bad 
debt. The hefty provisioning levels ted ACL to repot yesterday a 
loss of B t &23bn In 1997, compared with a net profit of Bt849m a 
year earlier. 

The move by SocGen is part of the continuing inroads foreign- 
ars are making into Thailand's financial sector as Thai institutions 
look for outside capital to repair balance sheets d a maged by the 
country's economic downturn. Ted Bardacke, Bangkok 


FUND MANAGEMENT 


Falling baht hits telecoms 



The telecoms sector has been badly hit as many costs are In 
foreign currencies and revenue in baht Picture: Giyn Gwwi 


By Ted Bardacke n Bangkok 

Thai telecommunications 
companies, some of the larg- 
est borrowers of foreign capi- 
tal in the country, reported 
heavy losses yesterday as 
the baht’s devaluation took 
its toll on balance sheets. 

United Communications 
(Ucom) revealed losses of 
Btl7.7bn (3406m) in 1997. 

compared with a profit of 
Bt2.4bn in 1996. Foreign 
exchange losses were 
Bt22bn. 

The company said it con- 
tinued ' to hedge all 
short-term debt and would 
keep long-term debt 
unhedged. The recent 
strengthening of the baht 
had prompted it to wait 
before making a decision 
on hedging operations on 
medium-term debt 

Ucom is in a difficult posi- 
tion, with many costs in for- 
eign currencies and revenue 
in bahi. 

Total Access Communica- 
tions, the company’s mobile 
telephone network subsid- 


iary, said it lost Btl9.7bn in 
1997. Ucom is in talks with 
long-time partner Motorola, 
of the US, to sell part of 
Total Access. 

Advanced Info Service, 
Thailan d's other mobile tele- 
phone network operator, 
fared much better. Its dollar 
debt exposure is limited, and 
it made a net profit of 
Bt2.52bn in 1997. a 29 per 
cent fall from a year earlier. 

Thailand’s fixed-line opera- 
tors were more badly hit. 
TelecomAsia saw losses 
deepen from Btl.92bn to 
Bt26.Sbn in 1997. Foreign 
exchange losses were 
Bt22.9bn on dollar debt of 
$973j2m. 

TelecomAsia said the com- 
pany and its subsidiaries 
were hedging . operations, 
negotiating extension of debt 
repayment schedules, cut- 
ting costs and investments 
and increasing income and 
efficiency. 

Thai Telephone, the coun- 
try's other fixed line opera- 
tor, reported a lass in 1997 of 
Btl2.3bn, due to a foreign 


exchange loss of Bt8bn. A 
change in stock exchange 
regulations required compa- 
nies to record all foreign 
exchange losses this year, 
rather t han amortise them 
over a five-year period as 
previously allowed. 

Jasmine International, 


parent company of Thai 
Telephone, said yesterday it 
lost Bt5.45bn in 1997, com- 
pared with a net profit of 
Bt947m a year earlier. The 
result reflected the poor bal- 
ance sheet of its subsidiary. 
The company had foreign 
exchange losses of Bt237bn_ 


Guaranteed 
investments 
from IBJ 


By Bothan Hutton h Tokyo 


IBJ Securities of Japan 
yesterday announced two 
deals aimed at private inves- 
tors which combine riskier 
investment strategies with a 
capital guarantee. 

With Japanese interest 
rates hovering at record 
lows - some bank deposits 
are paying less than 0.5 per 
cent - and the stock market 
failing to make a decisive 
recovery, products that bal- 
ance high returns with low 
risk can be expected to enjoy 
heavy demand from private 
investors. 

“Japanese investors are 
generally still conservative. 
It might seem logical for 
them to buy high-return 
investments, but that might 
involve a high risk - and 
they want a guarantee," said 
IBJ Securities. 

One of the new issues is' a 
straight bond from Nissho 
Iwai. the trading company. 
However, 25 per cent of the 
proceeds from the bond are 
to be invested in the Maxim 
Fund, registered in Ireland. 
which will invest in man- 
aged futures. 

Hie bond has a coupon of 
1 per cent - equivalent to 
the five-year deposit rate 
offered by Japanese banks - 
but offers the possibility of 
higher capital returns if the 
Maxim fund shows profits 
over the five-year term of 
the bond. 

If the fond loses money, 
Nissho Iwai has guaranteed 
to return the original sum 
invested. On redemption. 


investors will have the 
option of receiving a mixture 
of cash and shares in the 
Maxim fund. 

This structure is aimed at 
attracting investors looking 
for higher returns. But by 
offering shares in an unre- 
lated entity it avoids the 
asset dilution seen with con- 
vertible bonds or bonds with 
warrants attached. 

Nissho Iwai aims to raise 
Y12.5tm ($99.6m) from the 
issue, which is being mar- 
keted through smaller 
retail-oriented brokerages in 
Japan. 

In a separate dea l , IBJ 
Securities has linked with 
Soci&te G&n&rale and Parker 
Global Strategies to launch 
the first investment vehicle 
based on hedge fund strate- 
gies to be aimed at small 
investors in Japan. The 
fund, called Protection n, 
has already exceeded its tar- 
get of raising $350m. 

The fund is a three-year 
investment with a 100 per 
cent capital guarantee, and 
annual dividend of 2 per 
cent The investment w£D be 
split between risk-free assets 
anil trading assets managed 
by Parker Global Strategies 
and Dean Witter Futures 
and Currency Management 
Society Generate is provid- 
ing the capital guarantee 
and supervision of the fond. 

“We are expecting the 
yield to be about 10 to 15 per 
cent a year,” IBJ Securities 
said. The fund will be mar- 
keted in low-denomination 
tranches through two retail 
securities houses in Japan. 


Jardine Fleming closes units 

Jandine Fleming Holdings has dosed Its Indonesian end Malay- 
sian fund management operations and may look to trim some of 
its Hong Kong fund management operations in the foBowing 
months. In Indonesia and Malaysia, “wealth has bean dectmated 
in US dollar terms and there is.no longer a pool of savings there 
to underpin a domestic retail fund management business", it sod. 

The Indonesian operations were dosed about a month ago, 
while the Malaysian operations were dosed about io days ago. 
Altogether, the 15 or so jobs were either cut ex’ transferred to 
other areas. Jardine Fleming stifl maintains a brokerage presence 
in both places. 

Fund managers across the region have seen fund sizes shrink 
as local investors puU money from unit trusts, which are stifi a rel- 
atively new investment vehicle for Asians. Industry executives 
have said that asset management companies wM probably scale 
back this year to reflect slower economic syowth and diminished 
investor wealth In the region. AP-DJ, Hong Kong 


AUSTRALIA 


Mitsubishi Motors cuts output 

A downturn in Japanese car sales has forced Mitsubishi Motors 
Australia to. cut production at its Adelaide manufacturing and 
assembly plants, the company said. Its Lonsdale engine plant 
and its Tonstey Park car assembly line would both shut for two 
wuc4t*j in April* 

The Austrafian arm of the Japanese carmaker said the move 
had been planned since November In consultation with industry 
unions. The move would allow the company to soak up some of 
its production capacity without the need to make redun- 

dant any of its 5,300 workers, it said. 

Mitsubishi has also put on hold for two years a plan to boost 
production of engine blocks at Lonsdale from 280.000 a year to 
440,000, most of which had been destined for the Japanese tnar- 
keL Mitsubishi said the downturn in the Japanese domestic mar- 
ket affected both engine block production in Adelaide and pro- 
duction of the- Diamante station wagon. AFX-Asla, Adelaide 


Water 
heaters 
help lift 
Southcorp 

By Russell Baker Ed Sydney 

Southcorp. the Australian 
wine, packaging and appli- 
ances group, reported a mod- 
est rise in net profits for the 
six months to December, 
thanks largely to a strong 
performance by its interna- 
tional water heater business. 

Net profits improved -L2 
per cent to AS67.65m 
(USS46. im) in spite of 
weaker contributions from 
Southcorp's wine and pack- 
aging operations, which the 
group said wee expected to 
perform more strongly in the 
second half. 

Sales for the half-year 
improved 4.4 per cent to 
A$1.35bn. The group 
declared a fully-franked 
interim dividend of 5J> cents 
a share, compared with SJ25 
cents previously. 

The 8? per cent improve- 
ment in earnings by the 
appliances division was 
described by Graham 
Kraehe, chief executive, as 
“a pleasing tumround based 
on volume increases and 
cost reductions" in the water 


INSURANCE 


Y2.5bn injection for Daiichi 

Dafichr Mutual Fire and Marine Insurance will receive a capita 
Ejection of Y2.5bn <$20m) from Japan’s three tong-term credit 
banks, according to Japanese press reports. The company will 
also raise Y4.5bn via subordinated loans. 

The non- Me insurer had Y1,400bn in assets at the end of 
March 1997 , against a capM base of Ylba rtgher caprtaflsabon 

te deemed necessary If the company Is to compete once policy 

ra ulider foe^LkSwtrial Bank of Japan and Nppon Credit 
Bank wfil each Inject Ylbn and Long-Term Credit Bank wO) inject 
V500m- AP-DJ, Tokyo 


CARMAKERS 


i sees 5.6% sales rise 

Japanese carmaker, expects 

^T^easa of 5.6 per cent on la^y^s figure cf 

ich itself was an 1TJ per ^owthat 

ter, president, said at the 
f wffifonfraekT to achieve Its Precast operating 

hn (5199m) in the year » eod-Ma^K 

i«.£hrtw. Pace 1&. AFX-News, Geneva 


heater operations in the US, 
Australia, New Zealand and 
China. 

Southcorp Wines, one of 
the world’s top 10 wine com- 
panies, lifted sales 7.5 per 
cent to AS301m, with most of 
the growth coming from a 22 
per cent rise in international 
sales. 

However, earnings fell 8.4 
per cent due to a temporary 
shortage of premium red 
wine, the rationalisation of 
some agency lines and capi- 
tal expenditure costs. The 
division's result was “expec- 
ted and does not change our 
expectation of a healthy 
increase in earnings for the 
full year". Mr Kraehe said. 

The packaging division 
suffered an 11-3 per cent 
drop in earnings due to sub- 
dued demand, lower resin 
prices and the loss of sales 
following the sale of some 
businesses. 

Mr Kraehe said he was 
“comfortable" with analysts' 
forecasts that full-year earn- 
ings would be up by about 15 
per cent 
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A DIAMOND IS FOREVER 
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ABRIDGED AND AUDITED RESULTS FOR THE YEAR ENDED 31 DECEMBER 1.997 


Attributable to the De Beers/Centenary linked units 


♦ Headline earnings up one per cent in Dollars 
(nine per cent in Rand) 

♦ Total net earnings down nine per cent in Dollars 
(two per cent in Rand) 


♦ Dividends maintained in Dollars (up four per cent in Rand) 

♦ Diamond stocks reduced by six per cent 

♦ Sights reduced in line with market de m a n d 


PRO FORMA COMBINED INCOME STATEMENT 


RanJ millions US$ miliums 

1W 1997 1997 1996 

34?2 3 371 Danv.cd 849 803 

960 1 061 Inwsnnmi income 233 231 

245 279 I mars income 61 SB 

461 I20J Excepaonzl items (*e nore belon - ) 14) 109 

191 12011 Other (see note bek*-) (44) 45 

5279 4 990 1095 1 246 

SIS _ 663 Fro^ieaini! and roeiich 145 122 

294 " 266 Imeren pjyable 58 

4467 4 061 Net income before taxation 892 1 055 

94® 1 14S Tratwr 252 224 

3514 2913 N« income after taxnisn 640 831 

(11) (941 Aonlw^h’OutsifcsharehoWte (21) (3) 

2166 2788 Retamnl earnings of aKcawd crwpaiua 610 516 

5f96 5 607 Total net earnings astriburabJc ro linked nail hoUm . . . 1 229 1 344 


Retained as 

2156 2 776 Son^tanlwaHe reserves 608 516 

1683 930 DisnlmtaNe tesenw 230 438 

1827 1901 Dividends oo finked units 391 390 

5696 5607 1 229 1344 


Reeonciliatica of total na eamfaj^ to headline e*rwnj> 

5 696 5 607 Tcval nr earnings * above 1 229 1 344 

l46l) 20 Exceptional items as above 4 l 1 ®) 

Net deficit Isuptml on Tcaltancei of fixed asses 

(317) 67 and Divestments I® W) 

(55S) (936) Excer«Mial and non-trading items of associated companies (2051 (132) 

4360 4 758 Headline earmnp 1°*4 

3SP 380 Nltmber Wud una: in as* {nufero) 380 380 

Earning per linked mw 

1499c 1 476c Total 523c 354c 

1 147c 1 252e Headime 275c 271c 

Dividends 

24“ Jc 252j0c Pet De Been bnked deferred state 5L8c 528c 

JIlBflVTl! 7'X 1 5.4 cents 167.01; FrnoL I8MSAn»s(I80,0)J 

U3.7c 248 Jc Per Cenrenarr depastlanf recetpt 5Jik 49.9c 

(Izuenm; Mil’S cents (Hi); final 39i US cents (38.4)/ 

4S0.7l 50X2e Per DeBem/Centenaiy linked tnril 1Q2A: HH-7c 


R4.24 B436 RanflUS Dollar avaage exchange B4-56 R421 

Near 


Tlicse sooBin nrr tfe. m the aanmiar. d* Ds » nijkn tea the iteual ef i [nation of as nunw 

m K3 (mated, a poriaai in tepst J an amapnd k® ro d* d«nal el b mnot in Lento IV and oaky frafckn 
its tarcsKno ml male br d* Cowmn BOfli The pn year cmsHibI if* De tan pi^suplsintfBf firm 
the dapai nt a a tt mien* tn Wra* *d towmenB. ani Ac tefease^ bj the Cmtemr pwp ol boAt 
pmoem « invoanenc sxi karo lh*r no kmgo rojntmi 


PRO FORMA COMBINED BALANCE SHEET 


RandrnilltaB US5 millions 

1996 1997 - 1997 1996 

f^pNtal esqjkryed 

41840 46649 Linked turn boUeis’ mreresrs 9585 8944 

321 337 Prsiored and oucade shntrholdm’ Intense 69 68 

4 314 4 309 Long- and medium-term labilities 886 922 

46475 51 295 10540 9934 


RqnsoKEdbr 

4705 5 666 Fuedassen 1 164 1 006 

20804 23691 Invesnawts 4868 4447 

22002 21599 Diamcnd saxfe 4 439 4 703 

296 353 Stares mid materials 72 63 

3297 4551 Cnnemasaeo 9K 7oT 

4629 4565 Oran labilities 938 989 

(1 332) (14) Atoatntw (tabilfte) aoets (3) (285) 

46475 51 295 10540 9934 

36461 28 472 Market vaiie cf hsted im-csnaems 5 850 7 795 

15 503 19 195 DnaoK'vakattoofimltsKtltni'esnients 3944 3314 

3276 3 457 Cwnminnrnn and OTirinpau labilities 710 7DD 

70298 66 968 Netasscivaloe 13 759 15029 

18489c 17614c Net asset raloc per linked ima 3619c 3 953c 

R4-68 R4J17 Rand/US Dollar jear end cadi a n y mb R4J37 R4-68 


Comment 

Sales of rough d i a m o n ds fay the Central Selling Orpnuation fat 199? \rere USS4 640 million 
(R21 169 miQkxi). four per cent lower than the previous pear's record sales of US$4 834 mil] inn 
(R20 399 million). Record sales in the firs half of US$2 8H? miDkn were kdktwed ta a 16 per cent 
reriucrioQ m second half sales as the economic Htttauon in Asia began to take its idL Nevertheless, 
total 1997 tales were the second highest ever, and with reduced st^riv from the Russian stockpile, and 
on the outside tnatlrt, the C50 stare of supply increased The CS3 purchased donwnds on an ad hoc 
basis from Russa during the fist eleven months of 1997, until (he new Russian connaa atw into 
effect oo 1 December. This amtaa has hetm wotting oishcroriy. 

The breadth nt" the fjnbei diauiond market is reflected in the ha that, notwithstanding the downon 
in Asia, dk number of pieces of diamond jewellery acquired in 1997 was equal to the numter acquired 
in 1996, and the amount spent by mnsumm. in then own currencies, was also equal to the 1996 figure. 
The strength of the dollar and die shop declare in several of the relevant Asan amaxus that 

the value of diamond purchased in 1997 declined by four per cent in US dollar terms, the crauiaued 
good growth in Amenta being irandficiem to cranpensarefrethefalbm Japan and South East Asa. 

The reduction m sales to the Amn markets resulting from decreased retail consumpncn and some trade 
destocking has adversely affected the markets liar both nmgt and polished dimuwk. The respanre of 
die CSO has been to reduce its sales in the second half of 1997 and ai the fas ran si^m in 1998. The 
trade is supportive and appreciative of this action which will canrinue turn! maker improve. 

As a consequence of die two small sigho at dre begmnme of 1998, dre CSO & cunendy m taking frill 
deliveries from Its cnuiaciual p roducers. 

The restricted CSO sales, and the shortage of rou^i an the outside market as a result of United 
Rissian sales and a downturn in supply from Angola, is having a passive impact in rehremg cutting 
centre stocks of rough and polished diamonds, which stood ar approximately US55 billion at the 
beginning afl998. 

Dividends 

Both the De Been final dividend (No. 156) of ISO 5A cents per linked deferred share and the 
Centenary l>powaiy dividend dtanbuticn (No. 16} of39J IB cents per depositary receipt are due to 
he paid on Wednesday, 27 May 1998 to linked unir holders regseied ar the dose of business m Friday, 
27 March ] 998. The registers will bedded from 28 March id 4 Apil 1998. The foil condnops relating 

to the poytnenx of the divtderafc may be inspected or the offices mentioned bebw as weD as the ofikes 
cf the South African Tranter Seoeorfes and United Kinpfetn Repanr. 


Copies of rhefmiuiswnidrmiBid/innncidsiaietnCTiBCBidiliwd^ notice be posted rol&iitad link holdera on or ahoui 5 March 1998 ondinflnlso ire <i«ailflb(e/rotn the /oUoutngo^ices: 

DE BEERS CONSOLIDATED MINES LIMITED DE BEERS CENTENARY AG 

36 ScocLdale Street 19 Charterhouse Street Langensartdscrasse 27 

Kimberley, South Africa London EClN 6QP, England CH-6000 Lurem 14, Ssricseibnd 

The preliminary results may be a ccessed on die Internet through on independent service provider or hnpJJmau’.aLaa.co.za 
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Halifax plans up to £lbn buy-back 


By Christopher Brown-Humes 

Halifax yesterday announced 
plans to buy bad: up to £lbn 
($i-67bn) of its own shares 
over the next year. 

The move was unveiled as 
it reported a IS per cent rise 
in underlying profits to 
£1.65bn in its first results 
since last year’s flotation. 

The shares, up 45 per cent 
from their November low, 
fell 25p to 952p as analysts 
dubbed the figures “unexcit- 
ing'’. 

The buy-back is designed 


to cut the bank's £3.5bn-£4bn 
capital surplus without 
restricting its ability to 
make acquisitions in order 
to reduce dependence on its 
core mortgage and savings 
side. The buy-back, amount- 
ing to 4 per cent of its £24 bn 
market capitalisation, sig- 
nalled the start of an “ongo- 
ing capital management pro- 
gramme," the hank said. 

However, it faced criticism 
for not paying a special divi- 
dend, arguably a more tangi- 
ble and immediate form of 
benefit to the 4m retail 


investors who make up two 
thirds of its shareholder 
base. 

Geoff Miller, investment 
strategist at stockbrokers 
Wise Speke, said: “It would 
have done the shares a lot 
more good if we had seen a 
special dividend. It would 
have smacked of firm 
action,” 

He added: “I would be very 
surprised if they bought 
shares back at current 
prices.’’ 

Jon Foulds, Halifax chair- 
man, said a buy-back was in 


the best long-term interests 
of all shareholders, describ- 
ing a special dividend as “a 
one-shot deal which does not 
enhance value." 

The company admitted its 
ambitions to expand in the 
UK had been stymied by 
high prices. It has been a 
rumoured buyer of many 
quoted life and fund manage- 
ment companies, including, 
most recently. Norwich 
Union. 

Profits before tax and 
exceptional rose to £l.65bn 
(£l,43bn). Operating profits 


rose from £979m to £1.63 bn 
as the pre-tax figure moved 
up to £l.63bn (£928m). Excep- 
tional 1996 costs of £451m 
related to the merger with 
Leeds building society and 
flotation. 

Retail operations produced 
77 per cent of profits, rising 
from £1.09bn to £1.3bn. 
Long-term savings and pro- 
tection rose from £46m to 
£129m after a first contribu- 
tion of £87m from Clerical 
Medical, the life assurer. 

Lax, Page 14 


No ticket home as power bid enters round four 


Andrew Taylor and Virginia Marsh on 

Texas Utilities’ and PacrfiCorp’s escalating 
quest for Energy Group 


T he 156.000 shareholders 
of Energy Group must 
be rubbing their bands 
with glee at the bidding war 
which has broken out among 
US utilities seeking to pur- 
chase the owner of the UK's 
largest electricity supplier. 

One senior manag er, who 
holds share options in 
Energy Group, said after 
Texas Utilities increased Its 
cash offer to £4.46bn: “The 
quality of my summer holi- 
day is improving hourly.” 

The Texas bid of 840p a 
share topped an 820p cash 
offer by US rival PacifiCorp 
on Monday night. It was 
PacifiCorp's third bid for 
Energy Group which 
includes Eastern, the east of 
England power company and 
Peabody Coal of the US. The 
Oregon-based group bid 690p 
a share last summer before 
being thwarted by regula- 
tors. It came back this year 
at 766p, only to be trumped 
on Monday by a 810p a share 
offer from Texas. 

The latest offer, at 840p, 
represents a whopping 60 per 
cent premium to the 525p a 
share price at which the 
business was demerged from 
Hanson a year ago. 

Erie Nye, Texas chairman 
and chief executive, empha- 
sising his determination to 
last the course against Paci- 
fiCorp told British journal- 
ists: H We have not got a 
ticket home.” 

But what is It about the 
UK electricity sector that 


RESULTS 


makes it so attractive to 
executives at US utilities 
such as Texas and Pacifi- 
Corp? 

Eastern Electricity, which 
supplies power to 3m cus- 
tomers in eastern England 
and north London, would be 
the eighth regional electric- 
ity supply company to be 
bought by a US group. 

Attractions to US Inves- 
tors centre on four areas 
according to Texas, which is 
planning to sell on Energy 
Group's coal business. 

First, there is the potential 
for higher earnings in the 
short term for a US investor 
in the deregulated UK elec- 
tricity market. 

Deregulation is only just 
starting in the US where 
markets, says Mr Nye, are in 
“turmoil” and the ability of 
companies to boost profits 
from greater efficiency is 
inhibited by regulation. 

Under present legislation 
there are also limi ts on what 
Texas is allowed to invest In 
in the US utility sector. 

“This is a company that is 
enormously cash generative. 
It needs to put that cash to 
work. The Energy Group is 
in a sector - and a country - 
it knows arid understands. It 
is a safe haven for that 
cash." one banker said. 

The UK experience of mar- 
ket liberalisation provides a 
second potential benefit to 
US utilities which are lag- 
ging behind In developing 
the computer software pro- 
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grammes needed if custom- 
ers are to be able to move 
easily between suppliers. 

"We would hope to 
develop Eastern's system in 
the US. It is hard for a Texan 
to admit this, but the UK is 
way ahead of America in 
this field," says Mr Nye. 

Texas also wants to use 
Eastern's experience to 
spearhead an expansion into 
continental European mar- 
kets, providing a third poten- 
tial benefit for the US group. 

Fourth, US utilities aim to 
reduce their exposure to the 
risk of changes in regulation 
and an economic downturn 
in the US. 


In coming to the UK both 
PacifiCorp and Texas have 
responded to the fact that 
valuations of UK utilities are 
below those in the US and 
parts of continental Europe. 
Even within the UK. before 
the bidding war. Energy 
Group was on a lower p/e 

rating than its peers, mainly 
because Hanson had lumped 
Eastern with its US coal 
business. 

Goldman Sachs, the 
investment bank advising 
PacifiCorp, said: "Aside from 
good industrial reasons, US 
utlities have wanted to come 
to the UK because they have 
been able to achieve an 


immediate increase in earn- 
ings per share by financing 
acquisitions primarily with 
debt." 

On top of this. Energy 
Group, as both a generator 
and an electricity distribu- 
tor. is the only vertically 
integrated power company of 
any size in England. Ana- 
lysts believe that this - 
together with the good start 
it has made In selling gas to 
its large customer base - 
will give it an edge over its 
peers as competition acceler- 
ates in the energy sector. 
The only question is 
whether the Americans are 
offering to pay too much. 


Lonrho’s 
£48m to 
assist 
demerger 

By Andrew Edgedtffe-Johnson 


Lonrho. the restructuring 
conglomerate, will today 
announce a £4Sxn (S80m) 
cash injection to assist the 
planned demerger of Lonrho 
Africa next month. 

The capita] injection will 
allow Lonrho Africa, which 
had £i08m net debt last Sep- 
tember. to pay off its most 
expensive borrowings, halve 
its £17m interest bill and 
reduce gearing from *19 to 22 
per cent 

Analysts said the ti min g of 
tbe group's flotation may 
prove awkward. However. 
Lonrho Africa, whose five 
businesses span motor deal- 
ers, agriculture, hotels, dis- 
tribution and property, will 
accompany today's publica- 
tion of its listing particulars 
with news of poor trading. 

Torrential rain has flooded 
Ugandan cotton crops and 
fait farmers' confidence. 
Political and economic 
uncertainty from Kenya to 
Zambia, coupled with 
adverse currency move- 
ments. has damaged trading. 

The injection from its par- 
ent company will help to 
relieve investors' concerns 
about Lonrho Africa's ability 
to make returns much above 
its cost of capital. 

Motors and agribusiness, 
its largest divisions, made 
returns of 9 per cent and 10 
per cent respectively last 
year, compared with the 
Lonrho group’s 10 per cent 
cost of capitaL Keith Atkin- 
son, finance director, said 
Lonrho Africa had about 
£20m of excess working capi- 
tal as stocks and debtors had 
risen sharply since 1995. 

Mark Newman, chief exec- 
utive. said it was frying to 
reduce working capital by 
centralising the financing of 
its cotton business and 
vehicle purc hasing and tak- 
ing a tougher line on 
demands for credit 

Analysts expect operating 
profits to fall from £42.3m to 
£40m this year, leaving 
about £l6m profit after tax 
and minority interests. 

The group’s shares will be 
listed in London only at 
first. 
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THE REPUBLIC OF UGANDA 

MINISTRY OF FINANCE, PRIVATISATION UNIT 
INVITATION TO PREQUALIFY FOR THE INTERNATIONAL 
TENDER IN THE SALE OF SHARES OF UGANDA TELECOM LIMITED <“UTL"» 

Background: 

Tbe Govemmeni of the Republic of Uganda (the “Government*'! has initialed a tender process for the sale of 51* of die shares of UTLio a strategic in vcaiac UTL 
the previous monopoly provider of telecomimmleaiians services In Uganda holds a licence 10 offer a broad range or telephone services including cellular mobile. The 
Government hereby invites bnensicd panes 10 participate in ihe prequalification of bidden. 

Legal requirements: 

1 ) A bidder may consist of: 

a) a sole entity or company, provided that such entity is a telecommunications operator (defined as a provider of fixed line basic telephony service I 
bl a consortium in which an operator holds at least a 30% interest; or 

c) b consortium m wtridi on opemor holds at least 2D%imere*t and a cellular mobile operator or another operator holds at least 20* interest. 

2) Each bidder must submit: 

ai identification of all shareholders, and beneficial shareholder, that control more than 5* of its capital 

bt statement that, since die dale or the bidder’s last audited reports and financial statements, there have pot been any material adverse changes thereto: and 
c) otter statements as included m the Terms of Reference for PrequaliftcaikM 
Technical and Quality of Service Requirements; 

The bidder, or bt tbe case of a consortium, the operato r as provided Tor herein, must provide: 

1. A general description of the network and services offered: 

2- Certification through the regulatory entity or ielecoinmuiticmian& authority of the county of domicile of the operator, or an internationally recognised auditor that 

fc 

a) owns and operates a minimum of 200,000 lines in service (in the case of a cellular mobile operator 1 00.000 lines): 

b) has as average percentage of completed calls up to the point of interconnection of 80% for i m ew aaonfl] service and 60% for domestic services; and 

c) has an acceptable track record of co-operating with die rcgulaiwy agency of (he country of its domicile. 

Economic and Financial Requirements: 

The bidder must submit the following docutnenuiion: 

1. audited financial statements and annual reports corresponding to die last two yean 

2 . certification of most recent credit rating from Moody's Standard & Poors or on equivalent rating agency, and 

3. certification from an internationally recognised auditor that the operator possesses minimum annual revenues of two hundred mill too United Sates dollars 
CUSS200 million 1 , fm the case of a cellular operator, one hundred million dollars) or equivalent, for the last fiscal year. 

Sabmfaskm Procedures: 

Documentation must be submitted to 6 k Director. Privatisation Unit. Ministry of finance. P.O. Box IIM4. Kampala. Uganda up to 5.00 pm 10 April 1948. 
accompanied by a Submission Ffce of five thousand United Stare* dollars (USS5.D00). payable by certified cashier's cheque to the name of tbe Enterprise Dcvriopmem 
Project- A list of prequalified bidder* will be announced by Ajvil 24, IftoS, Lmcrcsicd bidden are requested to register their inwresr and obtain a copy of the Terms of 
Reference for Prcqualificaiioti by contacting: 

Privatisation Unit; Paul Nalikko. Fax: 256-4 1 -342403. email: pi n u<j M m i*(,com, 

Brin Samuel, Fax: 263-4-743605, email: bsamneWSHtorg 


Earnings expectations for 
National Power were slashed 
Ln London yesterday after 
the UK’s largest generator 
warned that lower power 
prices, warmer than usual 
weather and the increased 
I cost of overseas investment 
would depress profits over 
the next two years. 

The news knocked 3lp or 5 
per cent off the shares which 
closed at 587p, and hit other 
UK generators. 

Shares in PowerGen, 
National Power's smaller 
rival, fell 29p or as per cent 
to 803p while Scottish Power 
lost I5p, 2.8 per cent, to 517p. 

Analysts, some of whom 
had been expecting National 
Power to make profits of 
more than £800m ($i.34bn) 
for 1998-99, cut forecasts to 
about £590m. They also 
reduced expectations of real 
dividend growth with Credit 
Lyonnais Laing predicting 
about 5 per cent a year, 
down from 8 per cent 

In a trading statement. 
National Power said that, 
because of new sales con- 
tracts with regional electric- 


ity companies, revenues 
would be about £230m lower 
in 1998-99. Although it would 
recoup about £l00m by buy- 
ing coal at lower prices, the 
new contracts would cut 
profits by £l30m. 

In the present financial 
year, which ends this month. 
National Power also said it 
would be hit by tbe mild 
winter. This meant its UK 
output would be about 
60TWh, some 5 per cent 
down on previous forecasts. 

In the short term, earnings 
will also be held back by the 
cost of financing a massive 
increase in the company's 
international activities. 

The company, which to 
date has invested about 
£1.2bn in generation assets 
ln countries including Aus- 
tralia and Pakistan, is to 
double its annual rate of 
investment in overseas pro- 
jects to £600m over the next 
two years. This does not 
include potential spending 
on large acquisitions. 

It said it was pursuing pro- 
jects with capacity of more 
than 25.000MW. on top of the 
B^OQMW it already has over- 
seas. 


Daimler denies 
interest in Rolls 


COMMENT 


By Haig Sbnonlan n Geneva 

The sale of Rolls-Royce 
Motor Cars risks turning 
into a disappointment for 
Vickers, its owner, amid 
signs that BMW of Germany, 
the front runner, may be the 
only serious candidate. 

Jargon Schrempp, chair- 
man of Daimler-Benz, the 
potential buyer believed to 
be most favoured by Rolls- 
Royce's management yester- 
day denied any interest on 
the part of his group. 

He said Daimler-Benz 
could seek financial informa- 
tion on the sale as part of its 
normal commercial 
operations, but: “We are defi- 
nitely not going to buy if. 

Separately Robert BQchel- 
hofer, group head of sales 
and marketing at Volkswa- 
gen. another potential 


acquirer, said VW had not 
yet decided whether it would 
put in an offer. 

Mr BQchelhofer confirmed 
that VW was studying Rolls- 
Royce’s manufacturing capa- 
bilities, potential savings on 
purchasing, tbe passible 
impact of a takeover on 
VWs group image, and sales 
and marketing. 

Financial due diligence 
would only be conducted 
thereafter. VW would not be 
rushed Into making an offer, 
even if it decided to go 
ahead. 

In an interview with the 
FT at the Geneva motor 
show. Mr Schrempp said 
that rather than buying 
Rolls-Royce, Mercedes-Benz 
was pressing ahead with its 
"super luxury" Maybach 
concept car, revealed last 
October. 


Energy Group 


Another day, another hun- group 

dred million pounds s^epriw since toaiJmrelaCwB toe 

Energy Groups shareholders, 

This bid-battle looks a text- : ^ - ; 

book case of how contested 

bids can allow the target's 130 g| - 

shareholders to capture the * f * - 

value that acquisitions ere- 115 - 

ate. Texas Utilities’ latest m — 

offer of S40p has probably put f |F|J| 

Energy Group just beyond 105L— JP- 1 

PacifiCorp's reach. The lat- [ 

ter's £140m of sustainable ,UU ^-T 

synergies allow it to bid up 95 JJl-/— — 

to 83QP-WQP. but probably no , 

further, without destroying Wu - ?L ' 1 * ' 1 ' -1 t!“' 

value. Its best hope is for a ** 1097 • •“ 

referral of Texas's bid to the awre.a# 

Monopolies and Mergers 

Commission. How Texas's shareholders mQ boiefit from 
outbidding PacifiCorp at this level is a 

rival's ongoing savings from overlapping US real businesses. 
A referral would probably be in their interests too. 


BG has been in tbe Monopolies & Mergers Comnu^ion rmg 
enough times to be chary of any more knoek-about with its 
regulator. Clare Spottiswoode, however, is game for one last 
round before her time is up - probably at the end of the 
year. BG should decline the fight. Ms Spottiswoode would 
like to leave her successor a BG with tightly-regulated 
pipelines and shorn of its monopoly position in services like 

meter installation. ,, _ . 

The argument is compelling. Competition would not only 
drive down costs but would foster innovation. M eter s .sound 
dull, but need not be: imagine one combining electricity and 
gas, which did not need to be read manually and could even 
react to weather reports. BG knows this market will eventu- 
ally he prised open. But the longer it can earn a 7 per cent 
return on its £lbn of meter assets, the better. Once deregu- 
lation comes, a write-down is likely. 

Still, all this is chickenfeed by comparison with the dam- 
age shareholders could suffer if BG was sent to the MMC 
again - especially as any referral might be broadened to 
revisit even more important issues than meters. By contrast, 
agreeing to the regulator's demands now would win brownie 
points. There could even be a silver lining. With its thou- 
sands of trained safety engineers, BG would be well-posi- 
tioned to service meters in other markets like electricity. As 
another utility might have put it. it is better to talk. 

CWC’s $1.8bn 
bond issue 
tops UK scale 


By Simon Davies 
Capital Markets Editor 

Cable & Wireless Commun- 
ications yesterday launched 
what is understood to be the 
largest ever US bond issue 
by a UK company, raising 
Sl.Sbn from the sale of three 
tranches of Yankee bonds. 

The move represents the 
most significant part of the 
refinancing for the company, 
following its creation last 
year out of the merger of 
Cable & Wireless's UK tele- 
, communications business 
with three other UK cable 
television companies. Nicho- 
las Mearing-Smith, CWC's 
finance director, said: “We 
are delighted with the 
response. The issue was well 
over-subscribed, which is 
very encouraging for a debut 
issue.” 

CWC has sold $750m of 
5-year bonds with a 6% per 
cent coupon, $650m 7-year 

Slowdown 
warning 
from CRH 

By Jonathan Guthrie 

CRH, the Irish building 
materials group, has warned 
It may not be able to repeat 
this year the 26 per cent 
increase in pre-tax profits 
announced yesterday. 

The company, which made 
I£253m ($352m) before tax. 
said profits growth was 
likely to be lower in 1998, as 
construction output slows in 
the US and Ireland, responsi- 
ble for 50 and 25 per cent 
respectively of group profits. 

US construction output 
rose 3 per cent last year. 
However, the company lifted 
US sales and profits by more 
than 40 per cent to I£1.64bn 
and I£i35m respectively. 

Tiicon. the US roadstone 
business bought for 5329m in 
1996 from BTR. the UK con- 
glomerate, produced maiden 
full-year profits of $36m. 

Profits from operations in 
Ireland, CRH's second most 
important market, grew is 
per cent to I£67.4m, against a 
12 per cent increase in con- 
struction output. 

It spent I£305m last year 
on continual takeovers, 
investment and capital 
expenditure projects, mostly 
on a small scale - I£155m 
less than In 1996, 

The bulk of I£l89m in take- 
overs and investments were 
in the US. where CRH 
bought stakes or outright 
ownership of 19 companies. 
The largest acquisition was 
CPM, an aggregates, con- 
crete and asphalt producer 
in Spokane. Washington, 
which cost $94m. 

Turnover rose 27 per cent 
to I£3^bn. 


bonds with a 6% per cent 
coupon and $400m of 10-year 
bonds with a 6% per cent 
coupon. 

The offer was nearly two 
times subscribed and repre- 
sents a borrowing cost to 
CWC of less than 7.6 per 
cent, after swapping the pro- 
ceeds back into sterling. 
This compares with an effec- 
tive interest charge of more 
than 11 per cent on tbe 
$1.5bn of junk bonds issued 
by Its subsidiaries. These are 
being repurchased. 

The US bond issue follows 
CWC's £500m bonds issue in 
the European market 

Mr Mearing-Smith said the 
group was also renegotiating 
its £2.9bn ($4.84bn) of bank 
facilities, and was set to 
raise £2bn through a new 
syndicated loan. 

Both the European and US 
bond issues were lead-man- 
aged by HSBC Markets and 
Merrill Lynch. 
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l-5 , -!?y A Tiow TECHNOLO GY CARD SYSTEMS 

A winning 
hand for 
smartcards 

Market growth is driving a search for 
new applications, writes Paul taylor 




ffiHFrom Shanghai to 
Kx^San Francisco the 
market for smart - 
cards - plastic cards con- 
taining an embedded micro- 
processor and memory chip 

- is exploding. 

■ ^ veQ by conservative 
industry estimates, the mar- 
ket is growing by between 80 
per cent and 40 per cent a 
year. “We are in the middle 
a revolution,” says Marc 
Lassus, chairman of Gem- 
plus, the French smartcard 
producer. 

Smartcards put the power 
of a small computer in the 
pocket for just a few dollars, 
and are being used for every- 
thing from improving build- 
ing access security to 
enabling electronic com- 
merce and storing personal 
medical-records. 

“We are seeing new appli- 
cations emerge almost every 
day,” says Mr Lassus. “The 
potential is enormous.” Gem- 
plus alone has seen its 
annual revenues mushroom 
from zero to around 5700m in 
the 10 years since it was 
founded by five former SGS- 
Tbomson engineers. If Gena- 
plus and the rest of the 
smartcard industry have 
their way, multi-function 
smartcards could soon 
replace wallet-loads of plas- 
tic by combining many of 
the functions of existing 
magnetic stripe banking, 
credit and loyalty cards, 

Smartcards - which were 
invented in Europe in the 
1970s, have mostly been used 
as a replacement far mag- 
netic stripe bank cards and 
for telephone pre-payment 
schemes. 

Since the mid-1990s, the 
rapid increase in the number 
of digital mobile phones 
based on the pan-European 
GSM standard - each of 
which contains a smartcard 

- has accelerated industry 
growth. 

As the technology has 
matured, more' .functions 
have been integrated^ into 
smartcard chips. Higher 
sales volumes have mean- 
while led .tp tumbling prices 
and wider deployment 

Among recent develop- 
ments. commuters in Seoul, 
Korea, now use contactless 


or ’“proximity" smartcards to 
pay for travel; in Russia 
companies are using smart- 
cards. as a safer alternative 
to cash and in the UK retail- 
ers have launched smart- 
card -based loyalty schemes. 

“The combination of the 
convenience of a small plas- 
tic card coupled with an on- 
board microprocessor and 
memory has produced a 
product with an almost 
'unlimited variety of poten- 
tial applications, many of 
which will go into wide- 
spread use over the next few 
years,” says Datamonitor, 
the European IT research 
group. 

Technology trends driving 
this growth include the use 
of more powerful micropro- 
cessors, the development of 
contactless cards which com- 
municate with readers immg 
radio waves and the rapid 
growth of the smartcard 
application developers’ mar- 
ket 

As the market starts to 
mature, new alliances are 
being formed and market 
leaders in both the manufac- 
ture of the semiconductor 
devices powering smart- 



of Germany and SGS- 
Tijomson, the Fran co-Italian 
semiconductor group, under- 
scored its commitment by 
forming a dedicated smart- 
card business unit. 

Motorola, which helped 
launch the smartcard mar- 
ket in 1974 by building the 
first smartcard chip in con- 
junction with Groupe Bull of 
France, said it will enter the 
global smartcard market, “as 
a total solutions provider. 


C A product with an almost unlimited 
variety of potential applications, 
many of which will go into widespread 
use over the next few years’ 


cards, and the smartcards 
themselves, are emerging. 

Schlumberger, for exam- 
ple, has consolidated its posi- 
tion as one of the leading 
smart card suppliers 
through its acquisition of 
Soliac, the third-laigest man- 
ufacturer. That deal made 
Schlumberger the main com- 
petitor for Gemplus, which 
last year sold 400m cards - 
excluding the memory cards 
used In payphones. 

. As the market leaders jos- 
tle for position^ mainstream 
IT companies such as Micro- 
soft, International Business 
Machines and Hewlett- 
Packard are displaying grow- 
ing interest. 

Last year Motorola, one of 
the leading smartcard chip 
suppliers alongside Siemens 


actively competing in what 
is expected to be a premier 
high-growth industry into 
the 2 lst century”. 

However, than are still a 
number oif technical and 
other hurdles to be over- 
come before smartcards can 
reach their foil potential. 

Among these issues are 
lingering security concerns, 
infrastructure issues and the 
lark of industry standards — 
crucial if large markets such 
as the US are to adopt the 
technology. 

Most smartcard manufac- 
turers have built their own 
operating systems. This 
led to incompatibility, 
delayed deployment and 
restricted software develop- 
ment 

To overcome these restric- 


tions the industry bas begun 
to examine creating an 
“open” operating environ- 
ment, making it easier to 
develop multi-function 
cards. The two main candi- 
dates for this task are Sun 
Microsystems' Java pro- 
gramming language and 
Multos, a smartcard operat- 
ing system developed by the 
multi-applications operating 
systems consortium 
(Maosco) led by Mondex, the 
Mastercard subsidiary. 

Meanwhile, the development 
of contactless smartcards 
could also give the market 
an added fillip. Most current 
smartcards exchange data by 
being placed in a terminal 
reader - much as magnetic 
stripe cards are swiped 
through a reader. 

But in some circum- 
stances, the requirement for 
a physical connection 
between smartcard and 
reader is a disadvantage. 
Over the past 18 months, 
engineers have begun 
d esignin g contactless cards 
which use radio signals to 
transmit data and are able to 
exchange data without phys- 
ical contact with a terminal. 

Instead of inserting their 
cards into a reader, contac- 
tless smartcard users simply 
hold their card - or even 
their wallet - within around 
3 i ns of the reader. 

Contactless smartcards are 
already being used for fare 
collection and access con- 
trol. Although they are 
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Gobbledegook with meaning 


Jargon has received undeserved criticism: used properly, 
it can provide a useful vocabulary for specialists 

Professor Richard Gregory is an important concept When 
an angry man- He has ... . we measure things, we make 
recently been awarded a . mi sta k es. A measurement 
' process is heteroscedastic 


golden boll for gobbledegook 
by the Plain English 
Campaign. 

What Prof Gregory (or 
: actually one of bis 
contributors) wrote, in the 
Ootford Companion to the 
Mmd, was that “novel 
peptides from the brain with 
aetjnn'B related to functions 
such as pain, analgesia, 
sleep etc. are being 
discovered at an increasi n g 
rate”. He- went on to explain 
that the importance of. 

peptides m brain ftuoctkm 

was based an the ability to 


Got that? 
possibly not, hut Prof 


- — o — — 

und erstandable. There is an 
important distinction 
between jargon which is a 

shorthand that professionals 
me to communicate with 
each other, and jargon that * 

charlatans use to disguise 
the vacuity of what titty are 

saying from the paWte. . 

Unfortunately. Prof 
Gregory she* himself in the 

foot by explaining that such 




“for the purposes of 
interfering with the wider 
literature’'- 1 think what he 
rpoant was that they would 
help you read other books. 

Every serious subject has 

its Jargon. Ec ono mists need 

to know about heterosced- 

. astlcity . t take this example 
because it is almost 
impossible to pronounce. - 
and impossible to say in 

front of a class Without 

ercryone bursting into 
laughter. Indeed, most 




reject it, and offer 
Improbable or embarrassing 
alternatives. : j 

- . Yet heteroscedasticity is 


when the mistakes are 
related to the size of the 
thing you measure. 

When you try to measure 
a distance by eye, the 
process you use is 
heteroscedastic. A metre is a 
big error if you are 
estimating the size of your 
living room for the carpet 
fitter, but if you were only a 
metre out in guesting the 
length of yoor street, you 
would think you had done 
pretty weH 

But measuring with a rod 
Is probably homoscedastic. 
Your measurements will stfll 
be slightly inaccurate but 
the Inaccuracy will not be 
much larger in judging large 
distances than smalL That is 
why it makes sense to judge 
small distances for yourself 
but to rely on a map if you 
want to know bow far it is 
from London to 
Birmingham. 

So whei economists use 
data, it is often important to 
know whether or not the 
process by which they were 
compiled is heteroscedastic. 

This tenn has the 
characteristics of necessary 

jargon. Economists, who are 
in the business of collecting 
unreliable data, need to 
worry about whether their 
sources are heteroscedastic: 

most ordinary people do not 

And the term hetero- 
scedasticity, although 
unfortunate, conveys an 
immediate meaning to those 
who have been educated m 
econometrics more concisely 
than the elaborate, but still 
imperfect explanation I 
have given above. 

People who disparage this 

sort of jargon simply betray 
their own ignorance, and it 


is gafl tha t the Plain 
Campaign, which serves a 
good cause, has fallen into 
this trap. They display the 
p hilistinism of those who 
think that what they do not 
understand is not worth 
knowing. 

When critics laughed at 
Gordon Brown, the UK 
financ e minister, for talking 

about endogenous 
neoclassical growth theory, 
the joke was on them. 
Endogenous means, roughly, 
that growth was generated 
by internal rather than 
external fectors: 
neo-classical, roughly, that 
the use of resources 

corresponded to what would 

have happened in 
competitive markets. 

It really is quite important 
to know the extent to which 
the growth of the Asian tiger 
economies was or was not 
explained by endogenous 
neoclassical growth theory, 
and an answer might well 
help one understand what is 
likely to happen in these 
economies. While one would 
probably not want to use 
this language when 
delivering an inspirational 
meoaig e to a local political 
meeting, we ought to be glad 
that we have a finance 
minister who understands 
t hese terms instead of one 
who finds matcbsticks a 
U$efoJ way of keeping 
accounts. 

The problem is that 
because all sciences and 
professions have their own 
jargon, for good reasons, 
people are inclined to think 
that they can create a 
science by inventing jargon. 
Mach bad sociology or 
phil osophy has this 
character those who write it 
think that by inventing new 
terms to describe old 
concepts, or merely by 


inventing new terms, they 
add to the profundity, rather 
than simply the obscurity, of 
what they write. 

Useful jargon has the 
immediate clarity of 
meaning to other insiders 
that legitimises the use of 
heteroscedastic or 
endogenous, hypertension or 
contingent liability, neutrino 
or ex parte injunction. It 
does not matter that most 
people do not understand 
these terms. All of them 
have precise meanings that 
are familiar to those with 
appropriate training. 

There is an obvious 
difference between these 
phrases and terms such as 
‘'shoddipush” or “horse 
blanket” - to take two prize 
examples from the FT’S 
business jargon competition 
- whose meaning is known 
only to those who have just 
made them up. 

Even more preposterous is 
the attempt by some 
consultants to claim 
copyright for their 
manufactured terminology. 
Since the law refuses to 
allow copyright on an idea, 
if there was anything 
worthwhile in their analysis 
others could pinch it with 
impunity: the only thing 
these people can protect is 
their verbiage. 

At best, this spurious 
jargon leads to the 
convoluted expression of 
ideas that could be conveyed 
simply in everyday 
language. At worst, it 
conceals a confusion or 
vacuity of thought But in 
seeing through this kind of 
pretention, we should not 
forget that jargon sometimes 
has its place. 

The author is the Peter 
Moores Director of the Said 
Business School at Oxford 
University and a director of 
London Economics. This 
column appears fortmghlly. 


about twice as expensive as 
regular smartcards. in key 
applications the extra cost 
pays for itself in the conve- 
nience and other savings. 

However, the most diffi- 
cult challenge for the smart- 
card industry is to overcame 
resistance in markets such 
as the US where huge num- 
bers of magnetic stripe ter- 
minals would require modifi- 
cation or replacement. 

“The business case for 
smartcards is yet to be 
proved in the US,” says Ger- 
ald Morris, chief financial 
officer of Diebold, the termi- 
nal and automatic teller 
mar, hma manufacturer. 

But even in markets such 
as the US, smartcards are 
finding growing acceptance 
in socaHed closed environ- 
ments - colleges, hospitals 
or other establishments 
where they can be used as a 
substitute not just for cash, 
but also for access control 
and personal information. 

Ultimately the smartcard 
evangelists believe super- 
smartcards could drive the 
switch to electronic com- 
merce and provide the mech- 
anism for a wide range of 
new applications and ser- 
vices delivered online. 
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INFORMATION TECHNOLOGY BRIEFS 


Portable PC 
companion 
wears well 

Just when you thou^it the - 
personal dfcptal assistant in your 
pocket could not get wry 
smaller than a US Robotics' 
PalmPflot, along comes Rolodex 
Electronics’ Rex - a “PC 
companion*. 

Rax, about to be launched 
into the European market by 
Franklin Electronic Publishers, 
marries personal information 
management and data 
synchronisation software 
developed by Starfish Software 
with PC- Card technology. 

The result is a credit 
card-sized device wfth a liquid 
crystal display screen capable 
of storing and cfisplaying up to 
3,000 items 'mduefing names, 
addresses, phone numbers, 
appointments and to-do lists. 

By plugging the PC-Card into 
a standard Type II slot on a 
mobile PC, or using an optional 
serial-port docking station with 
a desktop machine, the 
I nformat i on held in Rex is 
updated. 

The TrueSyc software can 
import existing organiser data 
from most popular personal 
information managers. “We 
have taken data portability to s 
new level with Rex,* says 
Morton David, chairman and 
chief executive of Franklin. “Rex 
is the first of the next 
generation of wearable 
technologies.” adds Philippe 
Khan, chairman of Starfish. 

The device, which Is being 
manufactured by Citizen, has 
already been a sell-out success 
In the US where it went on sale 
in toe autumn for $179.95 
including the docking 
station. 

FrankBn Bectmn/c Publishers: 
www.frankHn.com/rex 

All set for an 
application 

For years video-telephony has 
been a technology looking for a 
market. The relatively high cos ts 
of professional systems have 
confined most usage to big 
companies, while low-cost 
desktop and video-phone 
systems usually need special 
hardware and an ISON digital 
telephone line. 


Now an 11 -year-old US 
start-up company called 8x8 
believes it may have a system 
capable of cracking the home 
market BxB’s ViaTV set-top 
videophone connects to an 
ordinary television set and 
telephone line allowing two 
users to see each other. 

The ViaTV system, priced at 
£399 ($670), Is designed to be 
assy to sat up and stts on top 
of a television. It has a built-in 
digital camera and modem that 
sends compressed images 
down a telephone fine. 

To use it, callers press two 
buttons on a telephone keypad 
after the telephone Is answered. 
Video cate cost no more than 
standard calls and the system 
conforms to the H.324 standard 
which means it works with most 
other video-phone systems. 

8x8: tvww.8x8.com 

Security at your 
fingertips 

Siemens is claiming a big 
breakthrough In security 
technology with the 
development of the FingerTp 
sensor, which for toe first time 
combines on a silicon chip all 
toe functions needed to digitise 
a fingerprint, enabling it to be 
recognised In real time. 

The sensor can be 
incorporated easfly into 
smartcards, which could then 
be used to provide secure 
access to everything from 
computers and mobile phones 
to homes and cars. 



Data gain for 
GSM phones 

Despite toe obvious attractions 
of flexibility and convenience, 
GSM digital mobile phone 
owners in Europe and 
elsewhere have been stow to 
exploit the potential of GSM to 
carry data as well as voice 
information. i 
Data-cards used in 


conjunction with portable PCs 
and handhelds have had some 
success, but have a number of 
disadvantages - they are 
usually dedicated to a particular 
type of handset, they still 
require a cumbersome cable to 
link them with the handset and 
they cannot be used at the 
same time as the handset Is 
making or receiving a voice calL 

Enter the GSM Radio 
PC-Card or Cellular Card Phone 
which works independently of, 
or without toe need for, a GSM 
handset by simply plugging it 
Into a PC Card dot 

Among those launching these 
devices are Compaq Computer, 
whose SpeedPaq GSM Radio - 
PC-Card developed In 
conjunction with Sweden’s 
Ericsson requires a Type HI skst. 
Communicate, a Motorola 
subsidiary, and Nokia, 
the Finnish telecoms 
group. 

Compaq’s device, which also 
includes toe software and 
earpiece needed to make voice 
cate, is optimised for the US 
manufacturer's Armada and 
Presarfo portables, but can be 
used with other machines. 

Compaq Computer 
www.oompaq.com 
Nokia: www.nolda.com 
Motorola: wwwjnotorola.com 

An internet in 
the call centre 

A growing number of 
organisations are using call 
centres to handle sales, 
customer service and other 
telephone inquiries. But as 
many companies have 
discovered, it can still be 
difficult to keep up with 
customer demands and adding 
extra labour is expansive. 

One solution is to harness the 
rapid growth of internet access 
as a means to provide support, 
answer frequently asked 
questions and provide software 
patches and updates. Indeed, 
research suggests many 
c u stomers prefer this means of 
dealing with problems. 

Now IMA, a leading call 
centre software developer, has 
launched CyberEDGE 2.0 
software which allows one 
combtoed software system to 
handle customer and sales 
enquiries from both the 
telephone end via the internet. 

IMA www.bna-inc.com 


sanofi 


EARNINGS UP BY 10% 

Net earnings in the year 1997 reached FRF 1,920 million, 
an increase of 10% over 1996. 

1987: no 

The RAD accesses registered by Sanofi in 1996 were 
cnnsolidattd in 1997 with marketing approval in toe 
US for two major (bugs: the antihyperteosive 
APROVEL® (rrbesartan) and the aMBtoerattaombotic 
agent PLAVIX® (clopidogrcl). APROVEL® also 
received E uro pe an approval in 1997. 

The strengthening of to: markons andsaJes oerwodcs 
which rook place during the year made a passible to 
launch APROVEL® as of toe beginning of toe last 
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quarter of 1 997 in several European co maric s as well 
as m the US. - 

Tbe year 1997 was marked by. 

• the strengthening of die US dollar and storing against 
other Enropean currencies, and stabilization of the 
Japanese yen, 

•the implementation of new measures aimed at 
containing reimbursed health ecpewSOHCiri a number 
of countries. 



Eandngs figves in tee with forecasts 


During this period. Sanofi registered: 

■consolidated safes growth of ante chan 9% at 
coraparabte group stnxtone (6% at comparable group 
structure and constant exchange roes) 

•an increase of mere than 1% in gross margin to 67.1%. 
This improvement is primarily due to: 

- in toe Pharmaceuticals business, toe considerable 
increase in sales of major established international 
products, generated directly or through licensees, 

- in the Beauty business, actions undertaken to reduce 
industrial costs: 

Ibis increase in gross margin of FRF 1 .6 billion over 
1996 was invested in major efforts in two essential 
areas: 

-in Pharmaceuticals, toe strengthening of marketing 


and sales networks to prepare die launch of new 
products. 

- in R&D, toe continuation of tfntical trials in phases 
D and 1H, noubfy in thrombosis, toe central nervous 
system and oncology. 

Given these aramstances. consolidated opts^ 
for ah businesses taken together was sBgfady down from 
that of toe previous year. whQe registering an 
iinprovanminiheprofiDbfliiyrfitelXagjxstksa^ 
Beamy businesses. Operating profit amounted to FRF 
XJ62 million, as against FRF 3,53 1 tmibonin 1996. 
The divestment of no*>-strategic businesses (injectable 
generic medicines in toe US. die automated ACCESS® 
intmiaxassa y System in Diagnostics) released a capital 
gam of FRF 450 tmllkro whh a low tax rare. 


R&D expenditure 


Strang grmrOi in afl 


Sales by toe Healthcare segmest totaled FRF 21.7 
billion, representing an increase of 10% f7% ar 
comparable group structure and constant exchange 
tales). 

Phannaoeotlcik a sustBinod rale of ^twflt, 

up by 9% to FRF 19.1 billion, thanks to major 
esabftfted imematiotiai products. Safesofihetnpien 
products increased by 14%. 

GeografaricaDy, the most impressive growftwaspoaed 
in emoging mafias (Eastern Europe, Latm America, 
Asia). South-East Asa, excluding Japan, accounted 
for 2M- of coasofklffled sales io Ftamucearicab. 
Sales by the Diagnostics division reached 
FRF 1.4 btllkm. up by 16% over the previous year at 
comparable group structure. 

Animal Health sales rose by 21 % to FRF 1 .2 billion, 
mainly dtte to extremely favorable dmunsonces in 
the animal nutrition product market. 

R&D expenditure rose by [49coFKF3408nriflRm, 
equaling 166 % of healthcare sales. Marketing. seftit& 
and general costs increased by 20%. Operating profit of 
tteHeafifacaresapnenwasH^ 3XBI rofflkn. compared 
with FRF 3,295 (trilBon in 1996. 
Inardativdy[ 0 d 2 voabktn»tet,tfrBeaatybimnes 
consolidated its positions during toe year, whh sales 
of FRF 4 billion, up by 4% over 1996. 
Theactirasindertakenatthebeguuungoftbeyeario 
restore the profitability of toe business bote fruit is toe 
course of J 997. 

Operating profit was FRF 341 ntOlioo, against 
FRF UOimflion in [996, an increase of 44%. 

The contribution at associated companies to 
consoUdaed earnings amounted ro FRF 120 million, 
against FRF 158 million in 199& 

In 1997. Yves Rocher posted a 3% increase in said 
Commercial efforts devoted to developing home-hased 


group Saks was primarily toe cause for toe drop in net 


Nina Ricci was drvesiEd to the faoaSy-owaed group 
PU1G on January 8. 1998. 

TmonrM pmarinn 

Working capital provided by operations reached FRF 
18 triUkm.again£aFRF3.I billion in 1996. 
Investments for the yearamounted to FRF ISbUKoa. 
against FRF IS billion in 1 996. bdusrial investmej® 
nose to FRF 1.4 billion from FRF M billion the 
previous year. 

Drvesniert <rf asses accounted for FRF 1 3 billion. 
Tbanetdebt-to-eqaiTy ratio attheendof 1997 was 7%. 
against lift in 1996. 

Earom^ per share 

Ner earnings per share rose io FRF 18^X up by 8ft 
over 1996. 

financial resttta for the psraa company 
At the meeting of toe Board of Directors held on 
febroaiy 24. 1998, the Board reviewed toe financial 
sBsemeats of SaQofi SA, which reponeda net income 
of FRF 69] million. 

Dividend 

The Board of Directors win propose as increase in 
tfividendfion FRF&fiOto FRF7 per toareade Gaetd 
Meeting ofSareboldcis to be held on May 12, 1998. 

Merger- absorption 

Aube meeting held cm February 24. 1998, toe Board 
of Directors agreed to a proposed merger by which 
Sanofi SA would absoto is snhrifayec mpamB Santdi 
Pharma, QioaySA and Sanofi Gestion France. This 


of Shareholdeis to beheld on May 12, 1998, This is 
part of a strategy mtraiiceda toeadof 1997. in which 
Sanofi’s corporate and pharmaceutical tSvismo teams 
are grouped together in toe same stnaure. 


Teaming up for life 



'if " 
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INTERNATIONAL CAPITAL MARKETS 


Europe retreats on Treasury weakness 


GOVERNMSfT BONDS 

By Vincent Boland in London 
and John Lafcate in Mew York 

European government bond 
markets finally succumbed 
yesterday to weakness In US 
Treasuries, retreating in late 
trading as comments from 
Alan Greenspan, chairman 
of the Federal Reserve, and 
more data showing strong 
US economic growth hit 
Treasuries bard again. 

Core markets held rela- 
tively modest gains at the 
official close, but selling 
pressure continued later. 
The spread between 10 -year 
German and US bonds wid- 
ened another five points to 
89 basis points. 

“The background for Euro- 


pean markets still looks 
more favourable than it does 
for Treasuries at the 
moment," said Jeremy 
Hawkins, chief economist at 
Bank of America. 

“The bund/Treasury 
spread still suggests Europe 
is decoupling from the US. 
There is still a chance that 
we will see [the spread] 
move into three figures 
sooner rather than later." 

US TREASURIES tumbled 
after a report showed new 
home sales, a key economic 
indicator, rose 10 per cent in 
January, much higher than 
expected. 

Mild weather and contin- 
ued low interest rates con- 
tributed to the rise. 

By noon the 30-year bond 
had fallen $ to 100 */., send- 


ing the yield up to 6.069 per 
cent, its highest since early 
December. Shorter-term 
issues also felt the 10 -year 
note lost V* to 98, yielding 
5.766 per cent, and the two- 
year note lost h to 98V*. 
yielding 5.635 per cent 

“Market participants are 
growing increasingly impa- 
tient waiting for signs of eco- 
nomic slowdown as a result 
of Asia," said Patrick Dim 
ick, at UBS Securities in 

New York. 

Monday's report by the 
National Association of Pur- 
chasing Management 
showed modest signs of an 
impact in the export and 
prices paid components. 

“Ail other indicators, in 
the consumer and housing 
sectors, are indicative of con- 


tinuing robust growth," Mr 
Dimick said. 

In a separate report, the 
Conference Board said its 
index of leading indicators 
held steady in February. 
Analysts said the market 
was now awaiting employ- 
ment data on Friday for fur- 
ther signs of economic 
strength or weakness. 

Dealers reported continued 
selling of Treasuries and 
buying of bunds and other 
European markets, although 
UK GILTS continued to 
underperform, mainly 
because its interest rate 
cycle was seen as more like 
the US than core Europe. 

The Bank of England's 
monetary policy committee, 
which sets interest rate pol- 
icy, meets this week. 


The June gilt future set- 
tled a lower at 106 }’ in busy 
trading, with 73.000 con- 
tracts exchanged, while the 
March contract settled £ 
lower at I22£. The 10-year 
bund/gilt spread stood at 122 
basis points. 

GERMAN BUNDS held out 
for much of the day against 
the slide in Treasuries but 
closed lower and continued 
to drift in after-hours trad- 
ing. The March future set- 
tled 0.34 lower at 107.45 and 
touched 107.36 later, while 
the June contract slid 0.33 to 
106.87. 'Turnover was heavy. 

Unemployment data 
tomorrow were being 
awaited but were expected to 
show no surprises; instead, 
the focus was on the US data 
on Friday. 


SPANISH BONOS also 
weakened, dragged down by 
an auction of three year and 
10-year bonds that met a 
mixed response after the 
Bank of Spain left interest 
rates unchanged. The March 
bono future settled 0.27 
lower at 108 lT4. 

David Brown, chief Euro- 
pean economist at Bear 
Stearns, said Spanish and 
Italian rates were most 
likely to fall from mid-April, 
when more inflation data is 
known- 

• The Deutsche Tennin- 
borse captured 61 per cent of 
trading in the key 10-year 
German bund future in Feb- 
ruary. with Liffe accounting 
for 39 per cent, according to 
the latest figures from both 
markets. 


Strong US demand 
for Fannie Mae jumbo 


INTEIW 

By Simon Dairies 


F anni e Mae dominated the 
primary market yesterday 
with the pricing of its jumbo 
$4 bn three-year benchmark 
issue, which found strong 
demand from US investors 
switching out of a weak 
Treasury market 

The issue by the tziple-A 
rated Federal National Mort- 
gage Association was priced 
at ll basis points above the 
comparable Treasury. 

One banker involved said: 
“European demand was lim- 
ited. as most European 
accounts thought it was too 
tightly priced. Most demand 
has been out of the US.” 

Indicative numbers 
suggested 68 per cent of the 
deal went to the US, with 20 
per cent sold to European 
Investors. However, the 
bonds tightened slightly 
from their launch spread. 


F anni e Mae also priced a 
$750m add-on to its existing 
10-year benchmark. The deal 
was priced at a spread of 27.5 
basis points over the compa- 
rable Treasury. 

The other highlight of the 
day was the launch of the 
securitisation of the Cecchi 
Gori film library through the 
special purpose vehicle 
Finance for an Italian 
Library of Movies (FILM). 

The L475bn offer, lead- 
managed by: Merrill Lynch, 
was priced at 100 basis 
points over three-month 
Libor. An official at Merrill 
said “It is the first transac- 
tion of its kind, so there was 
no obvious comparison we 
could make.” But he claimed 
strong demand for the issue, 
which is backed by a library 
of L 2 Q 0 films. 

TRANSNET. the state- 
owned company that con- 
trols South African Airways 
and the state railways, 
issued the largest ever rand 


deal by a South African com- 
pany. 

The company issued R2bn 
of bonds with a coupon of 
J3Vi per cent, yielding three 
basis points over the longest- 
dated government bond in 
issue. The deal traded 4 or 5 
cents higher in the after- 
noon. 

NORTHERN IRELAND 
ELECTRICITY, the monop- 
oly utility owned by listed 
bolding company Viridlan, 
launched its debut issue yes- 
terday, selling £175m of 20- 
year bonds. The Issue was 
priced at 85 basis points over 
the comparable gilts. 5 basis 
points tighter than the 
£200m Northumbrian Water 
issue, which was launched 
in January. 

The Northern Ireland deal 
was lead-managed by Bar- 
clays Capital and SBC War- 
burg. 

The market is braced for a 
number of substantial 
issues. One banker said: “I 


New international bond issues 
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would expect the World 
Rank to be looking at the 
F anni e Mae deal closely”. It 
is expected to launch a S5bn 
issue in the coming weeks. 

The European Investment 


Bank is also set to test the 
market later this week with 
a E2bn bond. At the other 
end of the credit scale, 
Ukraine will start a road- 
show today for an E200tn to 


E400m issue, following last 
months D-Mark offering. The 
euro-denominated bonds are 
expected to cany a coupon 
of between 15 and 16 per 
cent. 


NEWS DIGEST^ 

ASSET-BACKED BONDS 

Punch Taverns pub deal 
set to raise £525m 

Punch Taverns, which was put together y ^ 

*»■—» 

securitisation end demonstrates the ability of flnan ^ 
i^^ant-grade finencins lor cesh-tjenerat,* pub mvest- 

m ^ee ot me tour tranches cl Punch ^»«bon*«|^ 

ted to get e single A rating from S.end^d & 

rating agency, with a single tranche of Class B secured notes 

'"'S' 10 * ra,0d .! B # t u encouraged b» the feet that the owners 
had put up £65m of their own equity. Apea Koranteng, director of 
SXedflnance at SAP. said: “©van Ih. M 
we believe it is very important to keep a balance between equity 

and note investors.’ „ „ _ , 

S&P did not grade the Wellington deal, although Duff & Phelps 
rated the Class A tranche at AAA. 

Mr Koranteng said ratings had to reflect the 
involved in the pub Industry, but that "properly 
cost to borrowers should be less than the more traditional forms 

of funding*. 

Since Nomura International bought Phoenix Inns from Inrtire- 
preneur in 1995. there has been considerable interest from inves- 
tors in buying the unwanted elements of big brewers’ pub estates 
and refinancing deals through the bond market. 


UK INVISIBLE EARNINGS 


Trading volumes boost income 

Trading volumes in equities and eurobonds rose to record levels 
in London last year, fuelling E2bn a year of overseas earnings for 
the UK securities industry. British Invisibles, an organisation that 
promotes UK financial and other services, said trading In euro- 
bonds had Increased five-fold from 1990 to 1997, jumping 45 per 
cent last year to £8.450bn. London accounted for an estimated 
70 per cent of activity, 

London turnover in UK equities topped El.OOObn last year for 
the first time. Cross-border trading In foreign equities, meanwhile, 
climbed 39 per cent last year to £1,443bn. with London account- 
ing for an estimated 60 per cent 

In a report released yesterday. British Invisibles said operating 
profits of securities dealers had fluctuated wildly, peaking at 
£2.96 bn In 1993 aid then dropping to a loss of C1.19bn In 1994, 
before recovering to 2252m in 1995 and 2886m in 1996. 

The report estimated that the securities industry employed 
around 47,000 people In the UK. excluding back office staff. 
George Graham, Banking Editor 
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Dollar gains 


MARKraRBTORT 
By Sanon Kjqw 

The dollar drifted higher 
against the yen yesterday, as 
traders used allegations 
against Eisuke Sakikabara, 
“Mr Yen- himself, as an 
excuse to take profits on the 
Japanese currency. 

Mr Sakakibara. Japan's 
vice finance - minister for 
international affairs, who 
earned his nickname a few 
years ago for the ease with 
which he then moved the 
currency, is alleged to have 
persuaded Daiwa Securities 
in 1991 to compensate invest- 
ment losses incurred by one 
of his friends. Daiwa denied 
wrongdoing, and an earlier 
investigation had found no 
proof of any. But Shozo 
Kusakawa, an opposition 
politician, yesterday asked a 
key budget committee o£ par- 
liament to check the allega- 
tions. Ryu taro Hashimoto, 
prime minister, said he 
wanted to reopen the 


Ctatag Change BUMkf 
HOHnfat a? day tprand 


because “investigations 
should be carried out wher- 
ever necessary ... to enforce 
official discipline thor- 
oughly." The allegations fol- 
low several recent scandals 
in Japan's ministry of 
finance. 

Mr Sakakibara has tawdart 
to be a force for a stronger 
yen. However, few currency 
strategists or investors saw 
a long-term impact from the 
affair yesterday. Joe Pren- 
dergast, head of foreign 
exchange research at Credit 
Suisse First Boston in Lon- 
don, said: “People like 
myself are not, I would 
guess, quite so concerned." 
If Mr Sakakibara lost his 
poet, it would be “a «man 
yen negative". 

Paul Meggyest, senior cur- 
rency economist at Deutsche 
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Bank in London, said: “Who 
really cares about political 
scandals? They don’t affect 
economic policy." He cited 
the ephemeral impact of the 
Monica Lewinsky affair on 
US asset prices, and the mar- 
ket's Tack of interest thfc 
week in allegations that 
Klaus-Dieter Kuehbacher, 
Bundesbank council mem- 
ber, had illegally diverted 
public funds to a prog ramme 
for chronically ill people 
while he was finance minis- 
ter of . the Ger man state of 
Brandenburg. 

With scant economic news 
out yesterday, some market- 
makers used the Sakakibara 
story as an opportunity to 
sell back the yen they had 
bought on Monday. But trad- 
ing was generally quiet. 

The yen softened Y0.4 
against the dollar to dose in 
London at Y125l9. 

■ The Swiss franc weakened 
below the important psycho- 
logical level of SFrO.81 to the 
D-Mark yesterday. The franc 
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had been strong since the 
start of the year, pushing 
against the SFt 0.80 level 
thanks to its status as a safe 
haven from thg» Asian crisis, 
the Lewinsky crisis and the 
Iraqi crisis. But now that life 
has Quietened down, the 
franc has lost some shine. 

The Swiss National Bank 
has played its part, by cut- 
ting three-month money 
market rates to just 1 per 


■ The dollar has barely 
moved against the D-Mark in 
two-and-a-half months. Yes- 
terday it inched 02 pfennigs 
lower to D&Q.BQ9. Its docility 
comes at a time when the 
US-German 10-year bond 
spread - normally a strung 
predictor of the exchange 
rate - has widened sharply 
to over 80 basis points. 

Mr Meeevesi reports that 
Investors are selling cur- 
rency options, betting that 
volatility will remain low. 

Hans-JOrgen Koebnjck, 
Bundesbank council mem- 
ber, thinks they are right to 
do so. He said yesterday that 

■ OTHER CURRENCIES 

UK 3 £ $ 

Cat* IV 558534 - 564534 338680 - 338060 
ttnro 344170 - 344461 208310 - 203360 
ton 485880 - 495680 300080 - 300000 
KUMO 08039 - 08044 03050 • 03051 
Pm 46(76 - 48654 28130 - 23160 
Potaod 53678 • 57779 34810 - 34890 
Russia 1Q8099 - 100192 - 68606 

UAE 88682 - 68724 33728 - 38731 


the dollar/D-Mark rate 
reflected economic funda- 
mentals, adding that the dol- 
lar's position against Euro- 
pean currencies “will not 
substantially change under 
European monetary union". 

So why are things so 
quiet? Mr Meggyesi suggests 
tme reason: the US and Ger- 
man economies now seem to 
be growing at similar speeds. 
A leak of German February 
unemployment numbers, 
due out tomorrow. Indicates 
that the European recovery 
is continuing. 

■ The Bank of England said 
it did not intervene in the 
foreign exchange market in 
the fourth quarter of last 
year, contrary to market 
rumours in the period. There 
are two morals here. Firstly, 
be sceptical of all reports of 
central bank intervention. 
Secondly, since the Bank’s 
a ttempt to save the pound 
on Black Wednesday in 1992, 
it has become remarkably 
laissez-faire. 
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DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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Notice to Debenture Holders of 

JJ» MORGAN AUSTRALIA LIMITED 
(ACN 004 384 687) 

JJ. Morgan Australia Limited proposes to convert from a public 
limited to a proprietary limited company. The company 's nam e 
will change to **JJP. MORGAN AUSTRALIA PTY LIMITED" 
and this name change wifl be reflected in a change to the 
company's Memorandum of Association. Notice is given of an 
extraordinary meeting of members of the company to he held ar 
Level 20, 1 O'Connell Street, Sydney. Australia at 10am cm 
Thursday. 5 March 1998. 

Holders of debentures, including under either JJ> Morgan 
Australia Limited’s: 

la) AS Eurobond Program for 6.75% Notes due February 2000; or 
(b) USS Euro-commercial Paper Program 

may. under the Corporations Law, make an application to a 
court in Australia to cancel the amendment to the company's 
Memorandum of Association within 21 days of the date on 
which the resolution altering the Memorandum is passed. 

The company's obligations under these Eurobonds and the 
Euro-conxmercial Paper will continue to be guaranteed by 
Morgan Guaranty Thist Company of New York 


AMER GROUP PLC 


NOTICE OF ANNUAL GENERAL MEETING 

Amr Group Pic nt» CompmvT strarahnldare are Iwrafay rewired id attend tha 
Annual General Masting to ba Md at 1 JBpjn. on Wedonday 18 March 1998 
at Anw Quup FVs haaipranBra at MkaHnkmi 91. HdaUd. 


Cathie Armour 
Company Secretary 
4 March 1998 


JPMorgan 
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INCO LIMITED 

Notice of Record Date 

NOTICE IS HEREBY GIVEN 
THAT March 12, 1998 has 
been fixed as Ac record date 
tor the determinatton ot the 
holders of Common Shares, 
Series E Preferre d Shares and 
Oass VBN Shares who are 
emitted to notice of the Annual 
Meeting of SharaftoWere of 
INCO LIMITED (0 be held on 
April 22. 1998. 

Band March 2, 1996 


S-F.Fflteer 

Secretary 


European Investment Bank 
ESP 25.000,000, &00 
12^)5% 02.75% Bonds 
due 6* April 2005 

NOTICE OF PREPAYMENT 

Notice u hereby given re tbe 
BonfinUen dm, pnrnrtt u die 
chore -Early R nki EpoaT. tbc iaamr 
buetoaed nicdeea and prepay all 
goaaaniftig Boaih on fr April 1998. K 
a mjeotprion price of ItXH- or ibe 
principal anniid diereoC tegeteerwilh 
accracd tocreri toreie. 

knots vrili cenc 10 accrue on tbc 
Banda ■( of 6* April (998. 

Paymns of knots and cariy 
ai l mmic i u Are 6” AptB 1 998. wffl bo 
made aa uaua] in accndoKC rib (be 
Ttana an) Cmfi&ona ante Bomb. 

Madrid. 2- March 1996. 

‘Bases Sounder de Ncgocioa. SA" 
aa nqrfag Agent for to tone. 


1. Mattare vriach uMer aacrinn 10 of ita Articles of Assodatiwi blunder thn 
aidhorfey of the Annal Genaral MaatinB. 

Z Tha Board of ffibrctos’ praposat to issue vwrrwres, wfacfi daviaoB frera 
shantoUna' pnmmpaiw stecripbon righra , to toy paraonnal d Arner Group 
Plcart too aibstfaiYwfioSy owned by AmerGnx41Plc.lt h proposed that 
shmtelders’ pra-arnpliva subscriptsm rights ba davtared from sines tha 
warrants an intertad to farm a port o( a lay penomal mcanthn adntno. 
Certain parsons arttfad to warrants belong to the hnar nreJa las spaediad in 
tha Compartw Act) of the Company. 

Iha prapoad mrrobar of wanms in ba issuad wfl be 850,000 and they w8) 
antitte fteUaro to subsoflw far 8S0JXKJ Amor Group fle A aharas. 

The ad racri pt i on price tor die new shares at— ha tha troda votama weighted 
mange price of AmatGroap FVs A ehare&ontha HakUo Stack Exchange ttorng 
tha pwiod from 11 March to 17 March 1 998 inclusive Mrih an adrfiticnoi an DO) 
par tad, nxnlad ip to the naaraa U Rnriah maddcsuThe aroormtof my tfiaidand 
(Ssrtbuirt rtar 18 hfich 1998 but bafars the dus c* arteojptioo wRbndBdoctrt 
{rum tha subscription price. Tha subsaiprioo parirt sorts in three sups, on 
1 Jarurey 2001. on 1 January 2002 and Jonjsy2QD3- The ahem subscription 
period ends an 31 ^ Marc h 2004 farrt the warrant canfficaus. A» a raardt of 
subreripax*. tha Cpnsany*s share capU may tetectaand by RM 173®3M. 
The Board of Direcara proposes that no dhridand be dtsuftmad for die 1997 
firancMyaK 

On the rarpaot of oa Amsr ahanhoUcc Mr An Noumea, the Meeting wrt rise 
daciite upon tbamaranne to bataban by the Company with regard rntbaBoanfc 
dadiian on 29 Jidy 1B7 to radaam Z75300 Krtanedua to ba aoU to lard Moyne. 
Copies of the araioi accooms and the Boonfs propoeai for Ow isaue of warrants 
as wail os the apperfleas tharem are ovalafaia to ba cafoctad by teiarafiotdm 
at AmraBwift hoadeputos of as bom 4 March 1998. Copiei of Ana docuroMs 
writ be sent in ifareMrfsts upon requasL 

A abanhobfar who has bean recorded by 13 March 1938 as a shareholder in the 
Company’s share register, as matamad by tha Finnish Central Securities 
Deposanry Ud ISuomno Ampaperitoakns (W hns 0» ri^t to parttaipau in ite 
Anrart General Muting. 

A shareholder vrirosa shares have am been entered tats the book ramy systsai 
abo has the right tmatand the Genert Masting If tfae shareholder baa bean 
entered bo tin Company's sharo regraur before 1 Marti 1 993. In this easa the 
drarehoUar must prasont attiw General Meeting Ms share cartiflcatas or some 
otter BuidancQ that the right of ownership tn the shares hns not baen entered 

inm a book antiy account. 

Nttoficmioo otarandari pwttafartanatfte Annual Gansrt Meateg must bo given 
to the Company not later itan16 March 1998 batata 4 pm local Una, eithar hi 
writing to Amr Group Re. Share Ragistac B0. Bax 130, FIN30601 Helsinki, or 
by phoaog (+-3584-7257 SZGl/Uftjs Vhtanert}. fbtsiifs jmxtes shonM be 
forwarded in The abm addren together wife notice of ratandancai 
Hatoaifa. 4 March 1998 
AMB1 GROUP PLC' 

Boanl of Dbecmre 

IMi iwhadrt mtansaram riferioMlisbet araadoBBioadin rihr a rtartanaiCMbM. 


MURRAY UNIVERSAL 

Sod Hr dlayc i t lw BaeiM i Caratal Variable 
Rqpsmcd office 50. aromcJJ. fanedr. IrUSS Lascm boaag 
R.C. Ijnnritiliuuig B m21 

NdnCE TO SHAREHOLDERS 

the Shareholders of the Gprraany on the forthcoming changes dobertoed 
nvBaner and rwaung to The fee structure and rnana^emant of the 
Company: 

1 . IrnrojuaiDnof aswiidwiflchajgenciiexceetfinff l%of Iheamotert 
switched far the benefit of Rnencrt intermecSaries and Dctritxnors 

action in connection with the pbcing of the Company's titeres. 

2. The eurem toss payable to the fiMestmern Managers remain 
unchangad at 125ft pa of the Nei Assets of each Portfolio. 
Homwar. provision has been made far this rate to be nseesed up to 
a maximum of 1.5ft. 

3. Murray Johnstone Asia Unrated veil ba appointed as investment 
manager end investmenr adviser tar Murray itowersal - Racrfie 
ftjrtfdio. 

mannened hematovB wflf become effective as from 3rd 
The Shareholders who tfo i>x approve the above-fne rn oned changg 3 may 

at ^ rone req u^ rfldennpnonotaiarahatas and no fee wJta charged 


Hie Board of Directors 
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Crude oil still in the doldrums 


WW ITORBreCT 

•yMtortCwztae 
m* J&Kmf Emm 

' Grade oil prices remained in 
the doldrums yesterday, 
.frith bellwether Brest Blend 
for April delivery quoted 
:«Ktefeged at 114.05 a barrel 
‘ fe late London trading. 

Brest had dipped below 
Acre $t4 level in esly trading, 
to reach an ixherday low oF 7 
$13.81 a barrel. 

. It later recovered to $14.22 
a barrel on reports from 
Washington that the US 
remained committed to a 
military option should Presi- 


dent Saddam Hussein of Iraq 
fail to live up to his agree- 
ment with Kofi Annan, the 
UN secretary general, on 
arms inspections. 

The White House warned 
Iraq of the “severest conse- 
quences" if it failed to 
respect the deal. 

However, the strong words 
from Washington gave oil 
prices only a temporary 
boost, and prices drifted 
downward in the afternoon. 

The gloomy market funda- 
mentals were underlined by 
the March gas oil (diesel) 
fixtures contract on London's 
International Petroleum 
Exchange, which hit a nine- 


Southern Europe 
fruit farmers in 
fear of frost 

Peach, pear and cherry trees are in full 
bud a month early, writes Gary Mead 

vests will just not happen,” 
said Walter Zanrg, manager 
of Mediterranean Growers. 
UK distribution subsidiary 
of Conserve Italia, Europe's 
largest fruit processor. 

Europe's biggest peach 
growing area Is in northern 
Greece, while its biggest 
pear growing area is in the 
Emilia Romagna region of 
north Italy. 

' . Northem-ltaly is also the 
European Union’s biggest 
producer of apples. Both 
areas are ' highly prone to 
frost, given their latitude 
mad hefghttabove sea level. 

Severe frosts, followed by 
bail storms-, and high winds 
when the. fruit was Just 
beginning io show on the 
trees, badly damaged the 
peach and pear harvests in 
Italy and. Greece last 
summer. 

Deciduous fruit harvests 
were down by as much as 40 
per cent - with Italy losing 
an estimated 85 per cent of 
Its cherry crop. 


S outhern Europe's fruit 
farmers are sleeping 
badly, their s lumbers 
. - .j intemqjted by tears of frost 
■y -after one of the warmest 
7 - . winters on record. 

Day-time temperatures 
have been touching 20 
degrees centigrade for the 
. . past Sew weeks in the Medv 
' tertanean, with night-time 
temperatures around 10 

- z ^degrees centigrade. 

Tire peaeti, pew, cherry 
and ether deciduous trust 
trees in northern parts of 
jBaly and Greece are. already 
full fetid, at least one 
V.7 Meath before normal Parts 
•’ ef the Mediterranean have 
} . . had the warmest winter for 
’ "j ’• sh estimated 300 years. 

- “The worry is Chat 
- - southern Europe’s deciduous 
: : fruit trees are now in full 
bud, tire sap has risen and 
aS these buds are about to 
flower, ff these parts of Italy 
and Greece suffer a frost. 
■ ...which is very likely in 
- Match, this year’s fr uit har- 


year low of $131 a tonne, 
before firming to close 50 
cents lower at $131.50. 

The negative sentiment in 
the crude markets was 
reinforced by a lack of any 
apparent progress by Opec 
oil ministers to find a com- 
promise formula that might 
help stabilise prices. 

Gold eased on the London 
Metal Exchange. Having 
failed to breach $300 an 
ounce on Monday, the after- 
noon price “fix" was $297 
yesterday, against the morn- 
ing’s $297.65. 

Dealers said trading was 
quiet, with earlier rumours 
of active gold sales by cen- 


tral banks losing much of 
their momentum. There was 
said to be fairly solid sup- 
port at the day’s lower lev- 
els. 

Silver followed gold lower, 
ending at $6.44 an ounce, 
down 18 cents from Mon- 
day's dose. 

Elsewhere among precious 
metals, palladium was 
active, rising to $234 an 
ounce from Monday's close 
in New York of $230 an 
ounce. 

White sugar, which 
touched a five-year low last 
week, stayed in demand on 
the London International 
Financial Futures Exchange. 


Dealers said the session 
had been marked by a com- 
bination of determined trade 
buying and speculative short 
covering. 

The May white sugar 
future rose $5.20 to $280 a 
tonne during the morning 
and was still comfortably up 
on the day at the close at 
$276.® a tonne for a two-day 
gain of $5.40. 

Dealers on Lille have been 
surprised by the recent high 
level of activity seen in the 
contract. In the second half 
of last month, the May white 
sugar contract fell from $290 
a tonne to a low of $250 a 
tonne. 



Severe frost. Hail and high winds bacfly damaged southern Europe’s deciduous fruit harvests last year 


“South Africa has also had 
a poor season, with its peach 
harvest down 25 per cent. 
There are no carry-over 
stocks and another bad 
Mediterranean season is 
likely to create gaps on 
supermarket shelves,” added 
Mr Zanre. 

The blame for the unusu- 
ally warm northern hemi- 


sphere winter is being laid at 
the door of £1 Nifio, the 
abnormal weather system 
that disrupts global climates. 
It generally induces above- 
average temperatures during 
northern hemisphere win- 
ters. 

The current El Nino, 
which first started around 
May last year and which sci- 


entists expect to linger well 
into mid- 1 998. is regarded by 
many meteorologists as 
being particularly strong. 

“If El Ninos took part in 
the Olympics, this one would 
be a gold medallist.” said 
Michael Glantz. a US scien- 
tist who has made a special- 
ist study of the social effects 
of £1 Niflos. 


Indian 
pepper 
prices 
edge up 

By Kunal Bose in Calcutta 


Prices of black pepper are 
edging up on India's interna- 
tional pepper futures 
exchange. The May contract 
has gained 6.25 per cent over 
the past week to Rsl8.400 
(S465) a quintal. 

According to trade offi- 
cials. exporters have stepped 
up buying to fulfil their com- 
mitments and this will keep 
pepper prices buoyant. 

The Spices Board fixed an 
export target of 4Q.QQ0 tonnes 
for the current pepper sea- 
son (November to October), 
compared with actual 
exports of 47,770 tonnes in 
1996-97. Exporters believe 
that. like last season, ship- 
ments will exceed the 
board's target. 

Pepper prices are also ris- 
ing because of a delay in this 
year's crop. India, which 
accounts for nearly one-third 
of world pepper production, 
hopes to harvest a crop of 
60.000 tonnes in 1998-99, 
helped by the monsoon and 
beneficial October rain. 

However, the crop, which 
generally arrives in January, 
has been delayed by about 
two weeks because the mon- 
soon started late. The cur- 
rent season also opened with 
low pepper stocks. 

Meanwhile, business at the 
pepper exchange, which 
began trading last month at 
Kochi in the southern state 
of Kerala, is likely to remain 
restricted until the futures 
contracts are denominated 
in the US dollar instead of 
the Indian rupee. 

Foreign trading houses 
have told the Indian Pepper 
and Spice Trade Association, 
which runs the exchange, 
that they will not become 
members of the exchange 
until they are allowed to 
give their quotes in dollars. 

The government has said 
it cannot allow any on-sfaore 
dollar -denominated trade till 
the rupee becomes a “fully 
convertible currency". 


NEWS DIG EST ' 

PALM OIL - 

Drought to cut Malaysian 
production in first half 

Palm oil output by Malaysia, the world s podLrrar, te 

,4 to drop to between 3.65m and 

of 1998 compared «th Llrr ' t°nr*in ^ ^ hit ' 

oil-bearing palm growers said yesteraay. j “p 

production fOrthe raj. °f «« - 
8.5m and 8.6m tonnes. Malaysia produced 9 ' 1m ,0 ™*? ^" 7 
53 per cent of world output - and 8.4m tonnes'" 199aThe 

highs- output growth in 1997 was 

mature growing areas in Sabah and Sarawak stat 

Island, a higher oil extraction rate and a 

“We are lucky if we can get 8.5m tonnes this year as tacky 
weather, arising from the effect of 0 Nino, can&nues 
harvesting.- said an official at a Malaysian pMfen B 

Nino - an abnormal wanning of the Paofic mat disrupts 
weather systems - is expected to peak before the middle of the 

year and then start to dissipate. . . 

Malaysian plantation companies said labour shortage dunng 
the lunar new year and Moslem Bd al-Rtr festivals in late January 
had also affected production. They said output was likely to pick 
up strongly in the second half of the year. It normally peaks 
between September and November. x 

Smoq from forest fires in Indonesia, which blanketed most of 
Malaysia last year, had had little effect on output so far. the com- 
panies added. "We are yet to see whether there will be a big 
impact on yields in the coming months,” said a plantation offlcfai. 
The smog has blocked sunlight from reaching the leaves, stowing 
the fruit ripening process. Reuters, Kuala Lianpur 


r * 
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WHITE SUGAR 

Record Liffe futures trading 

The London international Financial Futures Exchange said its 
options on the white sugar futures contract hit a new monthly 
record of 8.999 contracts last month. The previous record of 
4,674 contracts was set In last October. 

Options on the dry cargo Baltic International Freight Futures 
Index (Biff ex) contract also set a record of 300 contracts last 
month, breaking the previous record of 220 set in July 1995, Uffe 
said. Reuters, London 

GOLD 

Chinese province to lift output 

China's north-western province of Qinghai Is expected to become 
a significant gold producer, with reserves estimated at between 
300 and 350 tonnes, the government-run Xinhua News Agency 
said yesterday. 

Ma Zhongqiu. director of the Qinghai gold administration, said 
the province planned to Invest 440m yuan to boost local gold 
output by 20 per cent a year between 1996 and 2000. 

China estimated its gold reserves at 12.67m ounces at the end 
of last year, unchanged from 1996. The country has said It hopes 
to find new reserves of 380 tonnes this year, tt aims to produce 
150 tonnes in 1998, compared with the 166.3 tonnes it produced 
last year. Reuters, Beg frig 
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Precious Metals continued 

■ S0U>,50igX (100 Tray cz.; S/froy ozj 

’■ Sea Oaf* 

^pita damp 

tor 299.5 +0.4 
Apr - 900.5 -0.4 301.5 
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Apr 

■ 388.0 

-4.4 

390.0 
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976 

9574 

JM 

' 385J 

+4.7 

3875 

382.0 

I5l 

1557 

Oct 

.3848 

+4.7 
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Jan 

384.8 
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1 

26 
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GRAINS AND OIL SEEDS 

■ WHEAT LRE (100 tonnes; E per tonne) 


SOFTS 

■ COCOA UFFE (10 tonnes; E/tonne) 
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MEAT AND LIVESTOCK 
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LONDON SPOT MARKETS 
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CROSSWORD 

No! 9.622 by cfi^Pra LE 



L Is universally loved, they say 
ACROSS 

I HirlU to endorse sleaze? (8) 

s Missing link, be like an 
island (6) 

9 Not knowing a single note, 
ril have no bombastic talk 
f8) 

10 Beetle fell to Butler (6) 

12 Score as batsman? Don’t 
report accident (3-3-3) 

13 See 24 

14 L - that follows corn (4) 

16 Partial sentences for abus- 
ing her pass (7) 

19 Made another copy, in its 
entirety pedestrian (7) 

21 L for loob alike (4) 

24, 13 L’s chamber for the 
gods? (5.5) 

25 More than L’s headgear 
had tinker in trouble (4.5) 

27 See 8 

28 L is nearly all sticky and 
not reduced (8) 

29 He’s cruel and sick and 
pathetic and it’s wrong (6) 

30 Being there and what 
makes It notable f8) 

DOWN 

1 One higher than L. briefly. 
funny thing, he's one tower 
( 6 ) 

2 Dane appealing about 
article <6> 

3 L for lawyers continuing (5) 

4 Manage to be unfazed 
about new translation 
being shortened (7) 


6 It’s on the cards a mairipn 
may carry some weight (9) 

7 Brands (in motoring) tak- 
ing a second L (8) 

8, 27 This explains why Ls 
have to fix lies on Goebbels 
( 8 , 6 ) 

ll The cut that can’t lose (4) 

15 Succulent shoots some dis- 
parage in Australia (9) 

17 We'U be in the soup for get- 
ting the contours wrong (8) 

18 Pole dr ank and got dotted 
with a brush (8) 

20 L used in boxing? (4) 

21 Spin-doctoring about girl 
with gun may carry some 
weight (7) 

22 Ringed body as put up to 
shock? (6) 

23 It’s still work (6) 

2G Wines for joints (S) 

Solution 9,621 
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financial times 


WEDNESDAY MARCH 4 i998 


LONDON STOCK EXCHANGE 


Leaders falter but FTSE 250 hits another record 


FTSE All-Share Index 


Equity shares traded 
TunwwtyvNmttfrdki* 
.URL 


5900 


MARKET REPORT 


By Steve Thompson, 

IK Stock Market Editor 

The mood in the London 
market's leading stocks blew 
hot and cold yesterday 
before ending on a modestly 
downbeat note. But there 
was no question about the 
institutions’ appetite for the 
market's second-liners and 
smaller stocks, which pow- 
ered ahead again. 

Dealers insisted there had 
been very little selling pres- 
sure in the front-line stocks. 
Od the contrary, there 
remained keen bids for top- 


quality shares, especially 
those scheduled to report in 
the near future. And bid sto- 
ries were doing the rounds 
again with Safeway, the food 
retailer, said to be in the 
frame. 

The utilities arena cap- 
tured the market's attention 
as the takeover battle for 
control of Energy Group 
reached fever pitch, with 
Monday’s counter-bid by 
Texas Utilities topped after 
the close by an Increased 
offer from Pacific orp and an 
even higher offer from Texas 
yesterday morning. Texas 
accompanied its bid with a 
market raid! 


As well as the fierce battle 
over Energy Group. 
Southern Group, the last 
remaining independent 
En glish rec. moved into the 
spotlight as a takeover tar- 
get. And the generators' 
shares fell sharply after a 
thinly veiled profits warning 
from National Power. 

After the dust had settled, 
the FTSE 100 was left with a 
modest 12.9 decline at 
5,807.7, ending a sequence of 
three consecutive closing 
records. That closing perfor- 
mance masked some earlier 
erratic swings, which saw 
the index move in a 60-point 
range. 


For the FTSE 250 it was a 
different matter. The index 
pushed ahead to record clos- 
ing and intra-day levels for 
the fifth consecutive trading 
session. It ended a net 26.8 
firmer at 5.281.4. having hit 
an intra-day peak of 5,289.5. 

The FTSE Small Cap index 
also registered its fifth 
straight record close, ending 
the day 5.5 up at 2.484.7, only 
fractionally short of its intra- 
day peak of 2.485.1. 

The performance of the 
FTSE 100. apart from the 
Energy Group story, hinged 
on a general sell-off in the 
banks following poorly 
received news from Halifax, 


which accompanied its 
maiden results with a pro- 
posed £ibu share buy-back. 

"The market wanted a spe- 
cial dividend and didn’t get 
it. and that is why the 
shares have run back, simple 
as that." said one salesman. 
Halifax joins Abbey National 
in disappointing the market 
in recent sessions. 

Footsie kicked off the ses- 
sion on a steady note, with 
some traders expressing con- 
cern that Wall Street's 
march to new highs might 
have run out of steam ahead 
of Friday’s non-farm payroll 
report and average earnings 
and consumer credit data 


But the Energy bid battle 
stoked up enough support to 
drive Footsie up to a day's 
high of 5.850.0. a new intra- 
day peak, before Wall 
Street's rather weak opening 
saw it drop back below 5.300. 

A rally in New York, 
where the Dow Jones Indus- 
trial Average scrambled into 
the black, saw London fight 
back just before the dose. 

Turnover in equities 
reached 1.025bn shares, the 
first time volume has 
exceeded the Ibn level since 
February 5. boosted by 
Texas Utilities ' market raid 
which netted a 14.9 per cent 
stake in Energy Group. 
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Safeway 
bid talk 
returns 

raMPANIESREPORT 

By Joel KHrazo, Stove 
Thompson mid Martin Brice 


Bid speculation returned to 
Safeway, sending the stock 
sharply ahead. Shares in the 
food retailer jumped 2414 or 
6.7 per cent to 3S5p. by far 
the best performer in the 
FTSE 100 yesterday in busy 
trade of 9.8m. 

One story suggested that 
Asda Group, which called off 
merger talks with Safeway 
last year, was back in the 
frame and was now looking 
to launch a takeover of its 
UK rivaL 

However, several analysts 
remained unconvinced and a 
specialist said: “I have a feel- 
ing Asda shareholders will 
be very unhappy with such a 
move at this price.” 

Another tale pointed to 
Wal-Mart, the world's big- 
gest retailer, which was also 
mentioned as a possible 
suitor for Safeway. Senti- 
ment in the stock was 
enhanced after analysts at 
NatWest Securities raised 
the stock to “hold” from 
“reduce". Asda shares ended 
the day 2‘4 off at 200p. 

Dealers in Energy Group 
were waiting to see if Pacifi- 
Corp will today make an 
improved offer for the UK's 
largest electricity supplier 
after Texas Utilities yester- 


day appeared to deliver the 
knockout punch In the bitter 
bid battle for EG. 

PacifiCorp moved to gain 
the upper hand in the con- 
test when following Mon- 
day's market close it 
announced' It was raising its 
cash bid to 820p a share from 
Its initial offer or 765p. The 
'Improved terms topped an 
Slop offer from Texas Utili- 
ties which was tabled early 
on Monday. 

But early yesterday, Texas 
returned to the fray with a 
new offer of 840p. a price 
many analysts suggested 
PacifiCorp will be stretched 
to beat 

Merrill Lynch, acting for 


FT 30 INDEX 


Texas, backed up the 
increased offer with a raid 
on the market Just ahead of 
yesterday's market close, 
Texas announced it had 
acquired 72.56m shares or 
nearly 14 per cent of Energy 
Group's issued share capital. 
On Monday. PacifiCorp said 
it already held around 8.6 
per cent of EC's stock. 

“We can't rule anything 
out but I very much doubt 
PacifiCorp can come back 
with a new offer.” said one 
market specialist. 

An announcement by 
National Power that new 
coal and wholesale electric- 
ity supplies will cut £i30m 
off gross margins sent 


Best and worst performing 

Engineering 


Electricity 
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shares In the UK's two lead- 
ing generators tumbling. 

National Power said that 
the end of its coal-backed 
sales contracts with regional 
electricity companies will 
cause a one-off reduction in 
its UK gross margins in the 
year starting next month. 

The company also said 
sales in the current year are 
expected to be lower, 
because of the mild winter. 
The statement, which sur- 
prised the market, came 
ahead of an analysts' meet- 
ing called to highlight the 
progress of the group's inter- 
national operations. 

Instead, much of the atten- 
tion turned to what some 
viewed as a veiled profits 
warning. Shares in National 
Power tumbled 31 or 5 per 
cent to 587p on the state- 
ment, while those of Power- 
Gen, which dealers said is 
likely to suffer similar prob- 
lems, surrendered 29 to 803p. 

Dres drier Kleinwort Ben- 
son was said to have 
trimmed its March 1998 prof- 
its forecast for National 
Power by £45m to around 
£720m because of the warm 
weather warning. 

A proposal to seek permis- 
sion to buy back £lbn worth 


TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 10 March 1998 

1. The Bank of England announces the. issue by Her 

Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender-on a bid-yield 
basis on Tuesday, 10 March 1998. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account ;; : 

2. The ECU 1 ,000 million of Bills to be issued by tender 

will be dated 12 March 1998 and will be in the following 
maturities: '.1 

ECU 200 million for maturity on 16 April T998. 

ECU 500 million for maturity on 1 1 June f 998. 

ECU 300 million for maturity on ID September 1998. 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services, 
Threadneedle Street, London not later than 1 0.30 a.m., 
London time, on Tuesday, 10 March 1998. Payment for 
Bills allotted will be due on Thursday, 12 Match 1998. 

4. Each lender at each yield for each maturily must be 
made on a separate amplication form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be in multiples of ECU 1 00,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

6. Notification mil be despatched on the day of the tender 
to applicants whose lenders have been accepted in whole 
or in part. For applicants who have requested credit of Bills 
in global form to their account with Eurodear or Cede! Bank, 
Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1 .30 p.m. on 
Thursday, 12 March 1998 provided cleared funds have 
been credited to the Bank of England's ECU Treasury Bills 
Account No. 59005516 with Lloyds Bank PLC, Bank 
Relations, St George's House, PO Box 787; 6-8 Eastcheap, 
London EC3M 1 LL. Definitive Bills will be available In 
amounts of ECU 10,000. ECU 50,000, ECU 100,000. 
ECU 500,000, ECU 1,000,000, ECU 5,000.000 and 
ECU 10,000,000 nominal. 

7. Her Majest/s Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majest/s Treasury on 
28 March 1989, and in supplements to the Information 
Memorandum. All tenders will be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 10 September 
1998. These Bills may be made available through safe and 
repurchase transactions to the market makers listed in the 
information Memorandum (as supplemented) in order to 
facilitate settlement 

10. Copies of (he Information Memorandum (and 
supplements to it) may be obtained at the Bank of England. 

; Government ECU Treasury Bills are Issued under the 
jasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 
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For further information 
please contact: 

Maciej Sitnicki in Warsaw 
Tel/Fax: +48 22 646 2052/2676 
emaiT:maciej.sitnicki@FT.com 

or Annette Ebert in Frankfurt 
Tel: +49 69 156 85 163 
Fax: +49 69 596 4481 
emaihannette. ebert@FT.com 

or Ewa Placzek-Neves in London 
Tel: +44 171 873 3725 
Fax: +44 171 873 3934 
email: ewa.placzek-neves@FT.com 


FINANCIAL TIMES 


No FT, no comment. 


of shares was not enough to 
keep Halifax on an even 
keel, despite maiden figures 
well up to the market's best 
estimates. The market bad 
been hoping for a special 
dividend payment 

Halifax shares ended the 
day 25 off at 952p with turn- 
over expanding to 26m. The 
market's disappointment 
was not confined to Halifax, 
but included Norwich Union, 
long seen as a potential take- 
over target for Halifax. Nor- 
wich shares, which have 
been driven higher by the 
bid speculation, dropped 18 
to 505p. 

Abbey suffers again 

Abbey National, a casu- 
alty last week of the mar- 
ket's over-optimism regard- 
ing special dividends and 
share buy-backs, suffered 
again, sliding 19 to £i2.43p. 

Barclays Bank shares 
were not sustained by news 
that the bank’s broker had 
bought in almost lm shares, 
settling a net 34 off at £17.96. 

Lloyds TSB was also 
heavily traded and lost 
ground to close 31 off at 906p 
with dealers citing the 
intense competition in the 
mortgage market as trigger- 
ing the general sell-off in the 
banking area. 

Compass, the catering 
group, gave a strong perfor- 
mance, with the shares mov- 
ing up 40 to 928p after news 
that the company has won a 
global contract to supply 
catering services to Philips, 
the Dutch electronics group. 


The contract will initially 
cover 110.000 Philips employ- 
ees in the Netherlands. 
France. Germany. Britain. 
Spain. Belgium and the US. 

Rentokil Initial, the sup- 
port services group, gave 
another sparkling perfor- 
mance. the shares finishing 
9Vi ahead at 320'ip after 
heavy turnover of 6.1m. 

Dealers said the market 
was getting increasingly 
excited about the company’s 
preliminary figures which 
are scheduled for next 
Wednesday. Profits are confi- 
dently expected to show a 30 
per cent increase, with the 
dividend up more than 20 
per cent. 

The FTSE 250 again out- 
paced the 100 index, helped 
by strength in engineering 
and building stocks. 

Vickers, which today pro- 
vides the first of a batch of 
results from the sector, was 
up 3 at 213p. Johnson 
Mathey achieved one of the 
best performances in the 
FTSE 250 with a gain of 33’. 4 
to 573'/ip. 

Among the bigger engi- 
neering stocks. GKN led the 
charge with an advance of 66 
to £15.35 that gave it the sec- 
ond-biggest rise in the FTSE 
100. Siebe was also one of 
Footsie's strongest stocks, 
up 40 to £13.20. 

Construction shares were 
also well represented among 
FTSE 250 risers, with Pilk- 
ington up 7 at 123 Sp and 
Hewden -Stuart 61 : to 178p. 

Positive sentiment on con- 
struction spread down to the 
smaller companies, with 
Ibstock ahead 7 to 5?p. 

Trafficmaster gained 2014 
to 389p after the traffic moni- 
toring system company 
announced it had moved 
into the black. 

Delphi Group's 15 per cent 
profits growth disappointed 
investors in the Information 
technology group and the 
stock was marked down 124 
to 7U3V,p. 

Misys rose 55 to £27.67%, 
ahead of an analysts’ visit at 
the end of the month. 


FUTURES' AND OPTIONS 


■ FTSE ICO MDBt FUTURES |UTO EZS paf HJ P 0 * 1 - 



Open 

SettfW* 

DujiQU 

Mar 

58252 

58100 

-38.0 

Jun 

5885.0 

5879.0 

-37.0 

Sen 


59480 

-38.0 

■ FJSE2S0 MDEX HITUHESIUFFQ f10 per 1 

Mar 

52840 

52910 

+23 0 

Jm 

53275 

5335.0 

+22.0 


5848.0 5790.0 

5911 a 5864.0 


Open tot 
9860 57425 

5179 16884 

0 1890 


5291.0 

5328.0 


5284.0 

5327.5 


408 

403 


3201 

3257 


■ FTSE 100 MOEX 0PTH3W (UFFB CSTOg 1 fill PP U Inde* P** 


5600 9850 5700 5750 5M0 BBS 5000 8950 

cpcpcpcpcpc^**^®"^ 
to MTV, 36 TOO 33S 16H» 47 123W 61 + 94 52.W 67 U£S 138 

Ap JOT* 79“ 2671* 90 230*4 103 2DQ»* 13 170b JJ* J? T ?ff .iS. 

ItaV 357W 113 3ZD 125** 28M 143*. 2571* 162* 227 1B1* » 

Jm *P* 145** 389 161 351** 179H319V) 197* 2» 2161* 257 236 223* 28711 

Itel 677 290V, 617 £SW S7 388* ® 

era 7,0 * fws use 

■ HIM sms FTSE 100 WDBt 0PT10H (UFffl E10 per 1ml mdei point 


SB25 6875 5725 5775 5825 5876 592® 3075 

■tar 2131* 29 T74 39* 138 53*t 106** 7T* W* 93*» ™ J* * 

Apt 2BB 83 250V* 97 Z1B* 112* IMV* 130 1S5V, 15<M «*> 175 WWOT BBS S3) 
Mr 339V* 118 305 132** ZTW 149V* Ml** 167V* 212M 188 * 210“ 161 UB 2B1S 

Ju n I4W 331 IBM 272 219 218 2® 

Stf 52714 217 461 248** 402 284 3WJ326H' - 

era 2.437 WS 4.568 • UnttrtftoO UK) «*» PwrtHW SMI ■» W** 1 01 SMtan« 
t Long itara an 


LONDON REGENT ISSUES:: EQUITIES 


«Ur ID TIM unecn Stn Sonfcs rate 


RIGHTS OFFERS. 


1 rTSE GOLD MINES INDEX- ‘ 





Mai % 

2 on day 

Fab Tear 
27 ago 

Gross drv 
yield % 

PIE 

ratio 

52 week 

Wgb law 

Bali Haas bidor (32) 

108897 4-1.1 

107799 180749 

227 

_ 

190798 88123 

■ Retforal MMs 

Africa (149 

1122.00 +39 

107942 2293T1 

494 

20.79 

2294.48' 821.70 

Austrataob (7) 

135494 *22 

1324.67 2089.10 

260 

17.72 

2095.49 63363 

tain Amenta (ill 

105392 -02 

1055.79 1780.66 

1.16 

39.39 

178068 86466 


taPrtlOtt. F15E mnwtaitf Urartu 1996. Al rtgffe mmol Figure u traders rawnuetoar el nwunlre. 
Bum us Dolan. Bn Woe looaoo 3i/i2*L r Part* Lata* prtcre m dmum tar ns amaa. 


11 FTSE Actuaries Sha r e Indices - 

II s y.". r;:.::. y » 



‘ • Tbe U K ' Series '".j 



Daft 



Year 

Ores 

Mai 

Net 

PTE 

Xdaft 

Tub) 


Mar 3 

chfle% 

Mw2 

Fed 27 

ago 

IMA 

7UK 

amt 

tana 

ru 

Hetum 

FTSE 100 

5807.7 

-02 

58206 

57673 

4357.7 

252 

238 

206 

2150 

1956 

251620 

FTSE 250 

5281.4 

+05 

5254.6 

5201.0 

4666 B 

313 

160 

1.98 

2014 

10.67 

2241.15 

FIX 260 me (T 

5318.0 

+0.(1 

5288.9 

5232.1 

4709.6 

323 

269 

203 

1902 

10.48 

2264.44 

FTSE 350 

2780.0 

-01 

2782.4 

2756.4 

3154.4 

258 

242 

204 

2124 

6.79 

246059 

FTSE 350 ex IT 

27B46 

-Ol 

2787.4 

2761 3 

- 

250 

2.44 

205 

21.0? 

856 

1364.24 

FTSE 350 Mgbir YWd 

2762.3 



27616 

27376 

20702 

167 

114 

1.94 

1750 

8.08 

2081.55 

FTSE 358 Lower VkW 

2814.6 

-or 

28205 

2792.0 

2246 0 

110 

1.71 

222 

26.76 

956 

2030 99 

FTSE SoaBCop 

2484.72 

+02 

247962 

2469.18 

235116 

192 

238 

158 

2720 

595 

2141.89 

FTSE SmaBCSP ax ft 

2467.83 

*02 

246636 

245230 

236356 

3.12 

252 

1.64 

24.42 

4.79 

2147.45 

FTSE AB-Stnro 

2705.87 

-0.1 

270761 

268140 

2126.38 

IBS 

242 

201 

21.53 

898 

2430.71 

FTSE U-Sbare a IT 

2713.12 

-0.1 

2715.07 

2690.40 

- 

251 

2.44 

203 

21.17 

145 

1253.74 

■ FTSE Actuaries Industry Sectors 













DJT* 



Yaar 

Gross 

m 

NH 

P* 

Xda4 

Total 


lb 3 


Mai 2 

FtU 27 

aoo 

*» 

itm 

caw 

rail 

YM 

flekm 

10 HES0UICBSf22) 

4647.74 

-06 

465967 

455088 

4015.45 

126 

252 

153 

20.91 

1104 

2110.42 

12 ExbacOve tadujarie3(5) 

325056 

-0.4 

3364 42 

3144.62 

402509 

4.21 

3.87 

202 

14.67 

0.00 

1001.90 

15 Qfl, te&graiBd(4) 

512067 

-03 

513374 

5038.85 

41=0.74 

329 

282 

1.78 

2199 

1753 

2394.74 

16 08 Esaoraecn & PnxK131 

346114 



346666 

3384.81 

3454.47 

166 

157 

228 

33.18 

0.00 

2131 B1 

20 Bar ■msnuLS(224) 

214963 

+1.1 

2124.90 

208092 

202034 

3.52 

102 

216 

16.46 

5.00 

1248.40 

21 CanUnicnonO01 

1529.75 

+02 

1525.96 

151526 

1369.19 

306 

2.46 

228 

17.96 

194 

1349.49 

22 BuOdhig Mans S Mercha(27) 

1859.29 

+04 

1852.62 

1788.62 

1901.01 

4.10 

3.37 

195 

15.60 

146 

996.73 

23 CtenWcalatZS) 

2835-38 

+1.6 

2789.99 

278123 

2354.10 

3 24 

296 

156 

20.73 

17.65 

1439.78 

34 Dhwdflsd Muabtabfll) 

1419.47 

-0.1 

142032 

1403.83 

J497J7 

4.03 

3.66 

113 

14.56 

10.72 

666 41 

25 Bedirric & Beet &vpi.pp7) 

231036 

+16 

3269 60 

2217.6# 

22B816 

354 

3.11 

1 87 

1951 

1295 

126190 

26 EnshearinglBI) 

2918.32 

+ 16 

288110 

2792.91 

2572.47 

133 

293 

268 

14.03 

1.44 

1857.73 

27 Engfcwering. IMWbsni) 

*3866.02 

+26 

3781.78 

3775 £8 

288561 

153 

214 

181 

2792 

085 

210944 

28 Paoer. Pdtq 6 Prinana124) 

213069 

+1.1 

210075 

2105.43 

2527.50 

489 

407 

1.90 

1344 

286 

947 88 

30 COtSUMER G0ODS49O) 

5651.97 


565152 

564124 

4131.83 

2-50 

234 

1.95 

24.90 

2162 


32 McohoBc BeveragesW 

366662 

♦1.4 

361854 

3578 75 

274454 

3.17 

114 

241 

16.37 

031 


33 Food Produc«n(2<) 

379395 

+06 

378162 

3733.82 

2822.60 

183 

235 

200 

2214 

856 


34 ttatsahaid Goods 8 Texap*) 

338018 

♦1.3 

3345.35 

3289.61 

291250 

171 

3.18 

1.92 

1751 

264 


36 HeaWi Caen-fl 

2151.72 

-04 

2362.05 

2330 73 

22116S 

107 

153 

196 

3083 



37 PiHiinacfluKamB) 

0580.18 

-0.6 

9648 09 

9797.40 

6498.16 

1.79 

157 

1.93 

3624 

67.67 


38 Tabaxoca 

531863 

+0.7 

5277.78 

5070 11 

457178 

5.33 

4.71 

1.59 

1469 

090 

145105 

40 samestauf 

3207-40 

+04 

319346 

3171.41 

269350 

163 

213 

196 

2428 

6.72 

175134 

41 CteWbuturaRS) 

273250 

+16 

2683.60 

2592.68 

2761.07 

3.46 

283 

208 

1738 

158 

1060 46 

42 Utaura i HotebRn 

382267 



362466 

3594 97 

352670 

172 

216 

123 

20.03 

3281 


43 Medt<42) 

4361.75 

♦13 

430001 

4260.18 

438153 

257 

1.97 

192 

27.46 

628 


44 RTOders. Fondi14) 

2885.88 

+08 

2844 03 

2840.16 

196552 

197 

138 

129 

18.33 

3.78 


45 RobDera. Generate 

241265 

+02 

2407^9 

241171 

2095.67 

254 

256 

232 

18 33 



46 TetsaniminicaflQnsrK® 

349364 

-06 

350223 

3464 46 

2297.96 

162 

2EM 

1.51 

3275 

4.04 


47 Brnwafes, Pite S Be3t(24) 

3927.89 

+04 

391050 

3916.40 

341456 

3.00 

240 

241 

1729 

1131 


48 Smart SrtvfcaBffil) 

429066 

+07 

425072 

4187.44 

3000.91 

1 37 

1.12 

258 

4057 

195 


49 T(soixrt25) 

3190.78 

+0.4 

317807 

317309 

2900 37 

122 

262 

123 

31.75 

4.7B 


so mjnes(23) 

388662 

-1.0 

37Z3.13 

368159 

273535 

421 

337 

1.69 

17.53 

135 


62 BectricflylM 

411966 

-1.6 

4188.11 

4160.17 

2921.76 

453 

162 

218 

1268 

798 


84 Gas Dc*Si!B>jri(2) 

2831^3 

-06 

284013 

277386 

159451 

230 

154 

t 




him a 



321130 

322728 

252921 

5.32 

4J6 

221 

10 65 

1026 


IE j ■ . . » ■— 

2686.19 

+06 

m&Gi 

2834.79 

217394 

296 

1ST 

195 

21.67 

7.27 

215126 

70 nwcuLsmis 

571359 


5766^1 

5718.37 

3945.99 

177 

227 

227 

1990 

23 80 


71 Barto. Rs.W !{13 

838469 

-U 

8+01.64 

838785 

5746. BJ 

lai 

134 

128 

19.51 



73 knaance(l7) 

2610.41 

-06 

262341 

2651.83 

177536 

133 

2B8 

255 

14.18 



74 Lila Asswan9(B) 

739414 

-0.1 

740073 

7343.92 

4601.83 

240 

258 

233 

22Jfl 



77 O0wf FhantM(27) 

4445.06 

-04 

4462.86 

4444.75 

3255.70 

241 

1.97 

296 

2297 


2677-35 

79 Praperty(46) 

239066 

-0.4 

2400 SB 

2389.79 

1906 58 

170 

222 

14? 



80 BWE5TM0T7 ISUSISniS 

.379002 

+oi 

3787.83 

376111 

334227 

205 

1-65 

I IS 

SI .42 

9.74 


99 FTSE AA-SharofMO) 

270197 

-Ol 

2707-81 

288140 

2126.38 

258 

242 

201 

2153 



' 1 III 

271312 

-01 

2715 07 

2600.40 

- 

291 

244 

203 

21.17 

145 


Umnotion Technology 

137061 



137070 

1345.03 

- 

O.H 

0.50 

253 

79.68 



FTSE Hedging 

136028 

+01 

1358.76 

135303 

T 337.73 

126 

262 

195 

2895 



FTSE neaqmq w IT 

137869 

+oi 

1377.39 

137154 

135958 

165 



KTH 


151820 


TRADING VOLUME 


Major Stacks yesterday. 

W CwsMg 
00ft ttffca 


Doyl 

Blit 


* 

AMW3UP 
ftsw asm 


1014.7 


- 1.14 0.00 0.07 MOOT 1.14 


935.12 


Hourly movements 

' Opra 


OflO 


nun lun iuo iuo 1400 


FTSE 100 - 5834.0 58195 5806. 1 5810.4 5826.0 5822.3. 5707.2 STB72 

FTSE 250 - S274.fi 526*4 5284.6 5280 9 5280.1 5281 5 5280 4 5280 5 

FTSE 350 - 2789J 2785.1 27717 2781.0 2787.0 2785.7 2775.8 OT58 

FTSE Smalts* 2479.72 2481.32 248243 248241 2483.54 2483.90 2484,17 2484.52 2484 72 

FTSEM-Shara - 2714.50 2710.45 2705.56 270682 2712.32 2711.16 27DZ.14 270114 

Tima of FTSE UN) tar's N[|ft T227.4S Owl lew 1SSCT5 F1SE 100 l«7 WOfc SB3L6 fOKtlfX) low 40X4 [1WDI/SH 

T™ rt F15E AT3B* Dura Mqtt 1Z281X) DsjTj taw 1&S41C FTSE Mm IMMapt OT7 R0 RUBIX) Urn *069.78 0001)911 

Furt» MmnUkn is anUM <m hUp^kmirAum 

O FTSE htaaura LMted 1998. M Upts nsariwL "FT-SE* sm "FoMe" an tado mala 
of Be LaKkm Stock EnlraoB and The Andsl Tunes M are uffld By FT5E Mamafional 

under fcanm. 

t Saekr P£ laoos greater Bn 80 art net com prater than 3) air not shmr. t vara are 
nagrtw. Annual iwiew changes ptaae aee FTSE Wl —bdda Pexoni Fur OuUrtr nra — 

Pwpjw cw wtMto wmwJtKLom. 


IMP IMP tSgfa/dj? Um/bet 

5850.0 57805 

5288 5 5262.0 

27728 
M»507 247148 
2720.99 2699 42 



INTERNATIONAL ^=VS 


AWOnwca 
•mo. Bn Fooft 
BM 

Ml Ml 
BBC 


eaqe 

ar 

mo 


BMOoi 

Mooti 

Ml Aodmucb 

A**«rw>n 

MMvEnov 

Bne* land 

Mu»5bb 

GmaiMm 

Craar I Hmwu 

taxon Cram 

Coma 

dm Uolon 

Cooowf 

DtaS* 

Mon 

a* 

Emy* Groin 
FitoplwW 

tax. ttXMWt 

CowMBaa 
GUn 


SB 

GRE 

OW 

K68Ci75pMai 

HSUCHISim 

must 

Man 

■S 


UM1 

ugaBStaaoi 
uo* 138 
UGM0 
LocuVmj 
■ttta&Swua 


Cut 


HlttmtAnmm 

Omq» 


PiO 

I W b O mi 


ftnkCraqp 

UWiCtto 

tea m. 


Rmk 

Rro ngn 

nra flan 

taM&SnXta 

OwaiHksranna 

srawr 


Mrodn 
SatMMiW 
saaon&im. 
Sana Para 
SramT.*! 
tart imiaat 


Mi 

talaht. 

Sataenasr 
tamom 
SmUbS Prw 

n amt 

ian 

tamamer 

IgaOnB 

UnHw 

uu. mtiiw 
iwnurass 

Umax 


.:r- 


J l ■ 


«• * 


1 : J . ? 
i J - 






tan 

price 

P 

Ant 

paid 

■P 

Ud 

cap 

ffmj 

1997/SB 

tSsh Low Stock 

Ck» 

price 

P 

+/- 

Net 

dhr. 

OS. Gn PIE 
col rid net 

J 

i y. : 

i '* ■ 


FJ>. 

401 

too 

861* /Wane Extra 

87 


- 

- - 142 



FP. 

8519 

105 

95 Bass B 

96H 

-11* 

- 

- 


• 

_ 

FJ>. 

2835 

S21 

£dD DogeoB 

515!* 

-IS 

- 

- - - 




FP. 


12 

6 Ertow 014J3 m 

12 

+*i 

- 

- - - 



§1B8 

FP. 

3519 

2D3* 

189 ItauMB 

198 


L49 

22 25 226 



§130 

FP. 

579 

138*4 

128*4 QuodraH itoan 

129 

-s 

- 




& 

FP 

- 

a 

4% Sanctan Wta 

4*4 

-** 

- 

" “ - 


| 

FKire 

MM 

inert MmeL § P*ar*m wot ■ Wroactai 

taiMn 

ifenrilor 

i rt al on* smarts pfeaia 


5 _ 


Igan 

pree 

V 

Amourd 

paid 

up 

men 

Ramn. 

date 

1987798 
(flgh Low 

Stack 

Oaring 

price p +ar- 

|| 

190 

H 

4/3 

25**pni gv-om 

Uimva 

25pm +6 

1 | 

94 

Mi 

2V3 

11214pm 86Mpm 

Wako CSy rt Indn 

103Mpn 


pn eraewn 





l 'I 


M<r -. 


^ -z- 


■*- 

-> • “ 


- 


*8 

. i 

t . £ 


? •• 

> - 

ft . 





lira an 
ntao ntaw hr M Free IDB qma 
? !?* rt tmra — 

r Wjn « *=ta h» non. « ■*»* 

tartoi Sam era. put * FTMoraw. 












31 






ijUT.pJk'. » , 


financial mms 


WEDNESDAY MARCH 4 1998 


T.T^ 

- i ‘ A 


!^!?..?...^..shown on a 62 week basis 


WORLD STOCK MARKETS 


•V V-W- - 

t 5 '■* . 

, 


rf. ;?' ni-..- • 

1 .ri 

? •-. t ... 

* r* HC-Vl- 


***«■• -.i* . w 
; • " ^Cftr 


EUROPE 

AUBU»ffcr3/Sd^ 

g® -MO 355 177 . 
- WO _ 'V959A2E 
2 *J® -85 19UI 1,255 i“ 
S'®* 000 Hi i: 

+0 B973DVSJ i , 
_. . -IMS 026 & 
^ Oil 5BS 3J 

-3BZD 1/BD 1207 J , 

SSL ^ *§W- 

■ -=. S _, 0 »«5 BS6 _ 
** X* 209 „ 

743 ^.JWDoazj 

♦1280 1/48 1/S4 1J 

♦i an sk 2_' 
„„ +is 1/2033520 v 

no -«o 682 404 JJ 
“ +« 2J, 211 1J 

wo. . 2 * s^S 7 404 1 - 

2?£ _.*» -JSS 5 * «i u 
*®L "V® ti«a*q «» 2j 

nSUrt 1,465 wflg 1 <Bn own 1 1 
«W# 2J505 -teznezav 

»**««anouBB Mr 3 / Ffi) 


ge i a*i.a® 4 B s a« 1 a 
gS g^HSiSS" f 
-- 4 AM«“ 

gf til® 5 »M«a 

-,--- — -268 -103/202.180 07 38/ 
S? _ «D -«eSo za urn 
trfOBf 95.40 +/0 BR In m -a? 
CrtjiCl ,2 - <.1 

S” 1 Mg iziaz 

Maw 1.228 *12 1 


VBf * BOB -B 623 497 1 JI4S.1 
VerWst 440 _ 460 MB 2/34/ 

w ifi 4 » s»s 
® iS aufii 

WfaP 133 _ 18360 in _ _ 


ToM 4000 
lUDp m20 
VMJ BZ50 
WW 57 

WMb 136 
WRnaDB 03/0 


Mte 13040+1/0 trig 

FamAl 968 +24 993 

+1 394 


uau 

- • m 14 
-12 SB SIB Z2 17.5 
~ ?73 46 


T002B0915B.10 i 
+201*20107/0 
-ja izjjo aaifi i 

- a an OB BOBO ; 
-J0 4X50 37JD' 
-JO13S30B4.7S 
■1O5/03JL20 I 
*00 6747001 
+O016UDUUB 
-220 BD MOO i 
+62013*00 6120 ' 
-,io its mini 
-40032*00710:10 I 


CehB 1*600 
IMA 1» 


sis;g 


nan moo mm 
2J00 uu 1.1 516 
6ZS0 1410 _ „ 



BP M 


r- ,' 54 

IflM* 

nrr 'M 


2250104 _ 
lOf} 7,1 146 
121 _ 4.1 


» -3-90 349 21 
E5g6? 1090 -22 1,784 

EraCa 

=— i. -10 1044 1 jaT 0J 330 

155 ’’l '3 W Wa* 

L*WJ +1 Q38 5T 7 2.2 45JQ 

PlTflte 2&5D —6 *MRja iM 

gr j| * , ® s aS 33 

ISS “S 

«8 -7.40 TBUS HUB 05 3t2 

-- _ ITS 4* Ml 4U 

gjen* 383.90 -00 464 231 £5 _ 
Ottt 094 +54 J.J5D 7D3 12 33.1 
477 43 4Q23SB50 1-8 23.1 

K -5 W 5U 1048.4 

770 -4 023 580 XI 186 

■ *« »»— '■ 

PIPWM i W 2 -6 7/0 ? ... 

170 -MO SSW014W0 87 112 
. 1^30 -B 1640 1.150 16142 


X 14646 +486 Z 
76* +200 7 l 

»e? 1.17BJ H261MIJM76 M 
wni son *130 tjii 4.1® si _ 
HHOMI 5600 +100 0680 X430 16 32.1 
w** irao +nuoouui ,_io4 
SHBtt MJM +230 2BS 15,100 32.4 


rS/Knntt) 


R»Sa 24750 
"- 1 - 129 


W(B 23.150 *150 
MCAns 0615 -357, 

TSSSSKS! 

a+isss'e: 




16S0 -fl 1640 1.19D 16 S4J 
U6«* 1613 *2 1 660 874 1.7256 
1610 +41 16H3 1611 1J376 
“1 4BB 3T 


1 iHH 8 » 
1 


BncHd 11680 -1151X200 

HsaH 115250 -7011,800 7,275 1 
teOO 12.450 +100 13600'”“ 1 

Si ^ 
s ^ sgs 

CWn 1.179 *151 


*'■ ■■ Jfc .*- j : 

r ' '.is, ■ 


e'v.ji* -sr -.-, 


H ir »: ^E- 
!> *= 

Ml 

.. * 


■» «KR j 

r-- v .- . 

ifr ?•£*■'. flits M-. 



^ . 5600 

MM 90600 
SWmc X790M 
&atmr 2673 
&pMM 40600 
TtcU 3620 
UC2> 1 51 600 
UMta 2660 


+7001.. 

-« 160011615 : 
-200 s?m 4605 
-64 26*0 1620 : 
500 320 

ixazs 5.000 : 

+170 

-fa 

-20 26752679 : 
S 2.486 1670 : 
*300 057537.100 I 


C2H«B9^3r3/Xoans} 


ILefr’-ir 1 

W- •. 

Bfc#--. 

.'fa**' •?*. '• 

4ft - 


Oafipa 210 +1 323 in 26 06 

On 92B *91675 509 — 67 

COM* 5600 +120 5600X700 16 376 
BP 104 „ 362 WO 4-0 106 

MM 1.188 -14 2.725 841 86 *6 

fas 1,010 1600 >18 _ .„ 

SK 8.400 +60 0618 7,128 66 146 

DBMMK0Mr3/Kr) 

MB>A 790 -10 885 780 16136 

MM 3*0 -63 385 288 16166 

■SB* 420 *3 53013735 26 7JS 

CM* 406 -.18 422 S2S a920_S 

C«e 408 -460 *76 390U6246 

CUM 181 +1 185 143 06 186 

DM 030 -10 »1 ME 5,-1 423 

COM 1,143 +3 1.200 880 26 12 

CM S50 +5 585 42806336 

□SJ2A3076W +2008 1MB HUB 02 — 
06128312600 4UBI KBB HUB 02 816 
DOM* 780 _ 990 72D 16102 

08 S«B 445,000 MKjnSI _ 

OS SlB *55600 +M4>!2UnBUn 06 8(16 
D0M> 437 -2 48021161 1.1 186 

{fcsft* SIB +15 985 53S 26106 

EMM 5867 -63 183 54 _ 86 

HSB 180 +1 270 146 16 186 

ftfc* 35a +1 300 6DIMS1I 

aaknt 138 -I m G 1.7 5.7 

SSA 278 285 17* _ _ 

EBB SSI -72 300 158 — _ 

1^70 -20 1620 i.sm 16 18.7 

S m -10 BOB 500 12 SO 
788 ..— 80.10833^} 16 217 
XmOQ 163 -2 248 183 1J2B.T' 

HERB 71679 . 79 8» 520 _ _ 

HUM 2» *290 382 258 1618.1 

W3HS 878.15 -369 801 J» 21 32.0 
MM4B 161837 -963 1670 378 04 42.4 
194 4 W Wtl 144 

RMM MO — 419 240152156 

M0M W +15 1JB58SUM „ __ 

MM UMG .+35.1408 965.— — 

S4S0M TIB +3 121(460 36146 

Stata. 38064 -463 400 180 _ _ 

SopUA 222 +£241 0737 — _ 

SCOUl 227 +1 .34313764 — — 

fa* 175 — 191 135 23 176 

iSoi 48Q +20 422 316 15207 

DnOn 1.160 SI £53 IBS — 186 - 
Ufat SBT.IW 881 333-14(06 

IMM 328 +8 5S9. 923 26 96 

WMRC 455 S 331 414 22 226 

MOn 338 — an 240 0*44,4 


22240 +.80Z2580147 
2660 -82X7501 
» 4JD 
1445 

Lwfa. WM +860 2S4 ISO 26 284 
MAM 385 +8 *0327350 06 156 

Matte 158.40 +M1M0 Iff - t! 
.MM* 35360 -4.10 492 290 27544 
IMM T2R40 +44O1SSS01DB.™ 46 - 
gqB D 3.472 -58 5.700 3400 26 28-7 

ftrt# 200 -10 311 240 26S&4 

g rton a S7* —IT BUOSBWMJ4J 
PtaB 1618 +8 1698 B64 06GZ6 

PKbma 27860 +U0D 31918550 16 - 
MUM 1® —15450 84 14 — 

4M - *15 237 2.1 MLB 
gfagr t 830 -84 884 532 0.4 65.3 

fa 3,884 -IB *6*7 2.103 0.8 586 

. . *9 820 371 16 28.4 

24W +6 26101682 06 426 

0860 *160 158 8460 46 __ 
— 19848 -aOO 21560 11520 — — 
Hmul XOSTxr *11 2,120 1j40S 06 374 
RnAl 277 <6.1 03116) l&JO 16 326 
MO — BBS 730 4634.0 

21*6 +10 7,290 1/m 1-4 186 

. 18860 -60 198 112 46 

SGSHlKn 42&30 -25JO 92731210 — __ 
3.704 -11 3 ,«a 2/50 0 7 236 

858 -17 MB 730 20 172 

—— m +4 708 450 1.0 376 

Sdiotfc* 381 +1 38820840 16385 

SflbSA 882 +61,128 019 16284 

^ ” . 376 +« 486 208 4.1 186 

fab 256.711 -K60 Z73 186 28 176 
433 +12 479 316 14 45.7 

. . ...:. 160 584 398 46 206 

Stan 110 — 158.40 0810 21 10.7 

Swam 028 +5 934 582 14216 

9MhM 3414B- +4 4.015 2MUI 84 425 

238 -1.702307018)20 17 212 

812 -3 B24 300 1.5352! 

-8 892 542 00493 
9688 -25 3.70? 1630 OJ 75.1 

-14 MS 501 16 19.0 
lour ZISJX1 +4 218 143 16 344 

Tone USB -U 713 450 14282 

IMM OK +7 6M 523 46224 

Ubft*4 805 -28 858 598 24126 


SR 

*B*ns2jear 
ftP/ 1/18 
npr 33/50 
H 8400 
BLS 8070 
M 28550 
M 4498 
Raton 18550 
Mem 8095 
Jfaaa 7.180 
Evra* 124*5 
UagMv *450 
taste Z3J7B0 
MadM 10615 


-3511050 561 Q 
_ 142428110 ■ 
+S0058m02B22Q i 
+331420 750 
+16003870018080 
+220 8*20 4600 
♦230 81 ® 2490 : 
+650 27630 1£550 ; 
+100 5.290 2115 ' 
+45010600 8045 I 
+195 8100 4400 
+310 7480 4490 
+400 iSk 5400 
4,113 2160 : 
+250MJ0012100 
+13)10650 6/70 


MSMT286M +6010428 US' 
78*03 114* -11«a 108' 

— 81 — 1D860 8740 

82 +60 1096660 
_ 224 140 

18360 -60 223 139 
«! -B 570 26* l 
84 +260 92 SB ! 

+40 34 22 

-40 42.90 2340 . 
+4 215 118: 

(06 +60 157 82 

eJ60 -4 77 sa ; 

tom 4360 +60 U *0 
36 +60 45 32 : 

82 — 106 77 

205 +S 433 28200; 
274 +10 443 240 i 
13B +3 IN TIB I 

2800 -60 31.40 868 
145 -160 203 148 ■ 
— -.70 Tim 2760 

- ZOO w 

N*fad» 348 +10 4403000 : 

■” +8 300 U8SD : 

+2 288 173 ; 

+3 179 102 : 

its +8 m ioo j 

+1 745 S13 ■ 

+5 866 4 « 

•4 345 285 

+3 231 ITS : 

«rt* 330 *0 2HT 1SS ; 

SflSB 118 +340 123 (S3 : 

SSBOB 119 +JO1520O 97 ; 

MM 119 -1 148 118' 

+4 241 127' 

- 223 118 

+1 01 4260 

UnRor ICS +6 US BO : 

— * 273 -a 345 178 

272 — 940 178 ' 


POUND (Mar 3 /Zloty) 


BMRqr 5560 *160 ’5500 3760 — — 
Bktnn <240 -1 JO 4550 2360 06 574 
Baud 4360 +.10/360 0940 ._ 382 
MetaO 30 -JO 31JW I860 — — 

Wedef 13S -9 221 136 06 .. 

Stank 14.40 +JD 2X40 1230 44 5J 

nwtoc 332 -860 350 178 04 _ 


HUM 18860 
MBdoM 237 
IUUAF 248 


‘43 ?S 8 iSH£S 
■~s SitiS^SS 

+S§ wwz 

+1 M 4740 16 — 
-260 170 110 U1U 
-360 188 1« X2 _ 

:i 1=111 

-16003360 14S 36136 
-26DSU0 125X21X1 
_ 141 120 26184 
+2 387 HUD 06476 
-2 309 2(8 16286 
-604168 3-286 
16186 
-1 7984V6016I86 
-12 613 305 34100 
S 435 305 X5 - 
S 438 3H U - 
+1 184 m 36354 
*160 142 108 2J — 
-60 m 182X9 - 
+360 3Q4 180 36147 


fe, ^ 




KtUMfa 5X50 
IHctJ 374 
ftwffl 1*3 
SC* A 18360 
SCAB 18260 
SKFA 157 
StfB 189 
SSABA 148 
SSABB 14860 
SmhikA 222 
SnA48 22160 


+13 308 

-a 107 

-1 MO 
-660 70S 


200 17153 
71 1.7 216 
TO 1.7216 
88 _ 7X3 


VDMWfa 216 
VbMB 21960 


-CUV Aid BO _ «IM 

-1 5460 2768 26 1X1 
-5 397- 130 __ „ 
-1 IBS 118 12 33A 
+6® m 150X817.1 
+460 188 1G0X8174 
-a 231 141 83116 
-260 243 T45JS) 3.2 1?4 
-60 174 118 X71X6 
-16017360 113X7126 
-60 277 180 32 214 

278 IBS 12216 

_ 305 245 X3 184 
-2 2*3 105 XI 174 
-1 248 188 XI 1X2 
_ 278 1851X5 104 
+4 285 174 1.1 4U 
-160 110 7H 2.4 196 
-5 487 212 06 194 
-1 372 281 94 54 
-60 1*8 90 32 3* 0 

-60 144 0060 34 237 
-X3D 85520350 04136 
-50 107 11850 96 mi 
-660 33919160 0.7 111 
-.10 a 2160 42 _ 
-0 225 102 X9 11/ 
-418760 198 92 10/ 
_ 183 100 33 _ 
-1 142 83 X1 17/ 

_ 281 128 14106 

-460 235 178 26 9/ 
-36023660 178 24 82 


San* zr«S 

QrOM 375 


MtaD 11B 
MS* 080 
HKMHB . 131 
HtaflE 538 
HfeX/it 408 
IHfMa Bjsm 
HtanBk 42D 
Ktadfai 980 
H OU 868 

MOM X190 
HKM 598 
KBtal 2j» 
rata sas 
ratal 209 

HokBP 1JS0 
tftaBk 244 
Hfae* 1448 

Koadta 4J40 
MeFd 1.700 

5 ^ HB 


K 

tt 

MBk 1400 
Md 195 
fedaa IJfflO 
mse 234 
Mta 485 
Man 278 
Beta HE 
nn 570 
HAW 8470M 

tan sib 

MM£ SIS 
tnufa 80BM 
JEOL 553 
JSC 348 
JSRfip 580 
JK 1.130 
JnSnM 125 
512 

m 

722 
812 

ttmiinn 

lintw 

Hi 

jr 020400 

JpUta* 723 

560 

JMCO X1HM 
KDO 5.000 

407 
405 
000 
141 

jm 

KMttH 100 
KMB 2,1 BO 
Ktaffn 378 

Kao 1JN 
HnMy 941 
Knidn 213 
KaaSB 222 
KBaCx 447 
RUBT 522 

SS’KS 

Ktadon 14E0 

n*n tit 

Ural I.KOd 

KobeSt 131 
KattlU 548 
KoAHe 1J20 
taaqo X470 
Knndn m 
tonka 070 
NMtf 857 
K&batt 379 
KmOta 140 
Kuata 2Z7 
non 1.190 

“ £ 

KM 

1480 

470)0 
351 


SHinauBdUars/Fix) 




t'Rli.'' fan "*««*' :m 

.jff """"ifap 4<V> ; -to* ** 1 

■ - ' ' ' , 

fate* •= ■ 




^ 


®r- -f.Jta? - 


.mka hub 

AtaA imao 
Ofafl 328 
DM2 319 
taA 4860 
EanR 48.SS 
Ban* 5060 
Bata mm 
050 
271 
*87 

- 302 

Mania 9460 
Kata 8860 
KMl 720HI 


ife 


OMBA 72 

MM 02 

MMB 268 

iSm 095 


sEtm 

470 
33JO 

18 

mn-uiJM 


-160 .1208X10 — — 
+J0r TT14340 X7 B6- 
+14 370 256 1l7faJ 
+9 M3 250 1JX14 
-605840 30 4/ X4 

-JO 5060 9060 4/ 96 
-60 5260 34 XO 20.4 

-i! 28511810 14 1X4 
_ «0 O 16 341 
+8 207 in X21X4 
- 280 10DZ2174 
-V 312 MO 1/ *47 
-JO 584860 X111/ 
-69 SB 87 X4 1X1 
+10 730 5® 1/ — 
-2 295 155 14 214 
-/0 8X10 1860 X0 144 
-40 S 1040 241X0 
-JO 1» 120 14 2M 

-160 lesnaao 24su 

— 60.10 32 36 114 

+J0S260 3420 1711/ 
+3- IS® 1W XI 134 
-I860 881 278 1/246 
-17 M 277 1.4243 
-4 177131170X9 17J 
-4 in 11761 24174 
-160 108 81 26124 

-7 113 77 *6 211 

+a 270 129 BJ 364 
-7.18 970 350 03 _ 
-5 -080 365 03 

+4.W 125 79 X5 97 

-68 SB MU U 

+440-22010875 Q.7 824 
5Zi2Q£0 

480 273 1-9 31.7 
_ 4S> 295 1431.7 
+40 382860.27 M3 

18.10 1X40 —434 

-130152*08830 XI 9.1 
+7 SB mm 42 83 
+40 1/5 0-70 — — 


UrinAr 44X80 -130 403H 381X019 A 
Ufa* 0840 +1/0 TSM 74.00 XG 1X3 
-4 S4332490 X231.1 
+4 452 308 1/176 


r (Ufa- 3 / Dra.) 


3X10 +.10 483027 40 24201 
629 +6 629 418 -714 

120230 +10 205 110 04 31.1 
+4 201 184 0.4*14 

•4945090060 03 5X7 

14X10 +2.10 104 114 1.1456 
8540 -38 7370 5345 XE 1X0 
I 1332 +81 1332 789 133X0 
3SJM -30 5140 3X45 24 
nSZ S3 7940 58.70 23 204 
+409230 4085 17 50/ 
+84 14651.090 OB 40.1 
+30 122 80.88 1/ 577 
— -10660 7060 13327 

7740 -*.10 8X1 007,70 14 344 
5160 +*45 0040 4035 XB 316 
^18140*660 X41X8 

-120 vox na — _ 

+1 0M TBS 23 22* 
234 123 09 _ 
2*750 141 042X5 
7530 4X15 43 9X1 
_ 570 409144X5 
+70 5040 3270 1/ 2X5 
-1 220 130X4 _ 
+*60 1M6D 11X9 07285 
-30 108 0045 142X7 
8060 -60 »43_n — — 
+* 132 8840 1/294 
-Z5 4445 2945 14 31 4 
fa* -451X15 8JS _ (4 
15160 — 150 125 t JIM 

8X05 -3577405330 *3217 
35 -2 4424.10 14189 
<8*0 +260 - <05X28 16254 , 
31760 -860 *384 X2D _ _ 
M ' - in 29854 _ 
2835 -60381021.10 24 MZ 
<80 _ 737 3® 14284 

59 +40 714 550 141X1 
0768 +60 138 <7.15 14 183 
' 25/8 -423735 21 Mgl 

590 -10 720 582 26 686 

48X80 -960 673 420 36 17.7 
473 +3 500 440 2J 344 

440 +5 475 4X1 14®B 

13260 -*40 157 121 12173 
11960 +2I232B <3 (.1 354 
95 0?^ — 


Rockwell’s Science Centre 
has developed powerful 
software to speed the 
processes of engineering 
design and analysis. 

A* Rockwell 


httptfwww .rockweil.com 


mucEfUBrs/As; 


mm 


39040 +s»a«S3! 
IJOl -M 1/40 701 
USB -71 T6Z* 7K 
HO - — — 

130? 


flW> «74fl — 

RoM n> -5 470470-10 . 
C» 2JBO -22X8*0 1JB2 

cm - - ^ffi+1/o.SH 32 ' 

ST 3?s ■« 4 « SHB! 


11940 +2IZS3B <9 (.1354 
14860 +40 205 93 04 

6540 +40 93600060 14 314 
8948 +45 885870 26 224 

-1SS +7 B25 373 _ 

80 +*7X504860 X44X3 

2S3 _ 244 217 SJ 35.1 

3548 +45 4X402830 X7212 
51.05 +.75 8244.10 243X3 

404 +4 SIS 3592320/ 

380 — 308 212 07 

16X25 +5601916012525 —482 
BOO — 825 580 34 _ 
0*7 -8 728 604 14 — 

1M3D +.70 14BS860 — - 
337 +30 400 270 16503 
7763 +*30 107 BO 14 — 
SlOir -562C3S1M 2/ 17/ 
9 +.10 7760 5040 24 192 
1,192 +11 1/95 800 14 274 

3431 -.19 38 2130 — — 

58760 +102050X943X50 26 234 
49860 +960 *72 W 22 - 
1,134 +10 1.130 008 04 _ 
12B0 -451680 630 14 9B6 
8X45 +45 77.45 55.10 14 2*3 
3760 +.75 4X50 3060 06 176 
-401004)8140 14236 

+40 78 <568 15 — 

-80 058 388 0l2 EJ 
_ 529 385 14516 
2470 SO 2600 1305 0/ — 
S/M +11014501605X4 31.4 
2240 _ 3560 214/107 

816+20J0 820 42S 14 31.6 
3B.T0 -60B7403560 06 96 
10045 +35 10S85 8440 14 4X7 
W40 +»aaa5240 14287 

4Z« 28.73 £01X2 
17340 — 2DZ 128 — — 

+* 333 345 -104 

705ZBSS O.J 

21&J0 — 2»0 19* 1.7 214 

8178 —.75 8650 &L20 14 2X8 
20340 +14021XM _M8 17 2X5 

tj 24.4 

iSo +10 1.895 L180 14 3*4 
\Z2 -74OW50 99 _ Z76 

BOO +10 950 780 12 2XB 
872 +7 

«s -+m 415 - 

411 +460 «D 
208 +3 338 241 — — 

lgeSi +160(30358740 14 244 


Ihdboc 10430 
Uoatad 1411 
Mrtfla 1689 
CM 1478r 
PM 4475 
HSM 5475 
naoAi 1721 
HAS a T7.400 
HAS ZT6M 
Unaac 16485 
8M 25600 
sun 117*0 
am 1489 

“rfattn 10,885 
SPaoto 20400 
Seal 7*5 
SaMS* 520 
5M m*oo 
SnlfaP X*60 
Mb 84*5 
Shaw 2X3CS 
1»l BJ7S 
IMSr 5655 
IncSpa 4.750 
Tatan 12/15 
Unfa 9.035 
ToroPr 14/00 
fartta 14750 
Toma 3X700 
(Wean 17400 
Unfcnfl 8700 


+7- M fa>w HE 

+2S0 20090 9210 1.1 3X7 
+26 1418 1409 143X6 
+201638 8Bt 1082X4 
+1824505&58 — — 
-504.4452625 ZJ244 
-405/853630 2420/ 
+*1755 *50 _ _ 
+0017.400X350 26203 
+150 21+50 CUES 1525/ 
-50188507438 16456 
— 2U0D 11 JS 08*31 
-50110064410 242X6 

+B 1/53 600 — 784 
+80 CM 7*50 1/2*4 

-5022ajcxra uaaa 

+10 745 *33 _ — 
+22 835 27? - - 
-35 USC 5X30 54144 
+25 X*N 1/36 X* 3*3 
+213X850X185 27202 
+*4SaB0C U20C — — 

-55 9250 4.100 067X2 
+M 84002*85 1447* 
+70 4790 £900 4*11/ 
+30123257455 -386 
+185 9655 4330 -275 
-100 M AN Jam 21 124 
-1«Q ’.4.9907.380 XI 1X1 
-15035900 3SU0 13 2S6 
■+8*0177(012275 00502 
-1889485 4X00 £62X0 


+/- fa laiH M 

panmLQtor3/Esagkn 


BCOPI 07*5 
flCftW 06W 
BEfaR 77*8 
BcPBSM 3489 

men 5400 
ifanr 56*0 
BaCS> 4.139 
Ma£» 10488 
PTfasa 1X195 
Socftr S/7 4 
Tel aa 2435C 
taaor 3698 


-14 8450 £*20 ' 
-*S65488Z6S5 
+507770X103 
+183 1BW 1435 
+2S5XSH2J51 
+9 ■56553650 
+M 1 1 BO 2700 
+9810153X210 I 
+196 UIB 5414 
+4*15*5 5,157 

-300 anc asc 
-1 X250 X5C2 


smaiMs3/P&) 


rfXBglJOB ; 
—460 487 807 i 
-* 631 347 

-2 1.7B0 1480 
-4 3736 2S5 
+22 2430 344 I 
-81480 XZS 
-373660 *83 
-IS 070 737 

■aumKIMM I 

+1D14G0 830 
+7338X5011075 
-18 1610 1X30 
-21.105 6160 
-25 7.750 5,670 
+6 3440 2600 l 
-50 24241.487 
+7 07B 526; 
+31,144 815 ' 

-171/871438 
+2502B55D 212 
*131274 3-BO 
+4 204 144 ' 
-6D 3.47, t 1/1S ' 
-50 -BJ» 3.173 
-6 3425X170 ' 
-31 2641 7 
+1BX7N1 
+23 X760 _ 

15 24301,493 : 
—17 14BO 6B3 
+60 335 197 I 
+37 26501/8(8 
+18 845 415 
-TO 28625 TBO . 
-12017.470 7/1 I 
-100X180X190 i 
SB X580 1050 : 
-7 B50 480 
+5 955 BN 
+32810014550 l 
-12 X170 1/18 
+12 1640 075 
+172JM0T/70 
-40X1901/50 
-2 8X50 5765 : 
-8 <88 633 
14 1 689 870 
-3 -448 298 
-160 *9X5044 40 
+14 X143 12/0 
-260 253 105 
-22/19 1/30 
-2 348 £42 
-42/87 433 I 


turkey (Mar 3 /Tk Lira) 

Mate 18/00 -soa.7508600 : 
AlCkftS 17.750 -250 25500 XEU ' 
CokBt 610400 -<0080 THUS TSJH) 
EgeBtr 3*600 +7502850018.4)0 I 
KOMI 40/ODa +5004060017.420 I 
Mte 145.000 -2/00 BH0B423H ■ 
UMan 8/00 +10014/10 3.774 1 
TofiKff 3600 +1N 17400 4471 
TitUmSJSOia -290 TfiSTS 0.73D 
Twin 740,000 *WM KUDO K9D I 


PACIRC 

JAPAN (Mir3/ Yon) 


AB8fa 2483 
A88R0 304/0 
Adecco 474 
tfoLBr 1.688 
AOKfl 1/8 3 
Arsen £222 
BKVb T.880 
sal Rg Sja3 
BAMa OM 

Biana zn 
CaaiaBr 1.060 
CXeSC 177.75 
cwflg 1.480 
— 26X50 

7/70 

2600 

Rscfcfl £539 
mate 8?8 
HFtO 1.110 
HlsrftB 1/23 
mUBk 28360 
Jafafa 1.470 
Jebnfa 294 
JoSaar 9/40 
Rita 5675 
hS(B 3415 

2605 

2/51 
£740 
1,960 
T452 
Mum 
RctaBr 16*3 

845 

28400 

AM 17/20 
SEZ 2600 
SSSBr 2/00 


SMHRg 21360 
fakfifl 1/78 
Saunr 1/S 
SctmPC 16« 
Sdm8 1690 
Saner 8160 
Suva 882 
SUfiflg !.1» 
SiAU 380 
SwBte* 495 
SufflBfa 11*3 
Ogfa 14860 


365 
353 

in 

Ifatf X 12 M 
MStta 1/50 
MfaCB 4,700 
MBttB 1600 

■" I 


111 

-11 406 138 
+.1016*0 *40 
-13 572 295 


-7TJOO SO* 
-401/60 BK 
_ 1/50 1,160 
-10 1.7N 1,100 
-15 748 371 
-18 <08 490 
+2 6T0 IBS 
+0 798 689 
44 480 183 
+3 821 221 
+2 386 143 
+11/70 830 
4* 572 104 
+31/40 940 
_ 8*0 SB3 
_ 448 381 
-* 3(8 1X7 

' -* 244 00 

-10 « « ' 
-« 272 48 
-3 715 330 
-14 785 207 

-270 9/505/00 
+13 547 179 
•01/00 877 
+S1.1W 732 
-10X700 1.570 
+19 878 385 
.36701/50 
_ 883 488 
+2 SIS 180 
-40X13D1.7N 
+2 477 106 
— £130 J/W 
-10 S/fa 3/70 
+20 £190 1.480 
+NX40D3/90 
-12 BIB 188 
-10 900 310 
+13 7*0 ITS 
+18 885 331 

3 

-201/90 <76 
+8 981 116 
-HO 750 310 
-* 882 173 
■t a in 

+200 7/10 5/10 
-1 SSO 215 
-S 42S ' WW 
-821/1® 770 

+1 no 380 

-4 705 222 
•f® (600 420 
-10 1,7001610 
-6 208 82 
+18 848 332 
_ SIS 101 
-fl 330 BS 
+71/30 807 

+4600 BUM an 

+SjDC3«MS3flH 
-a zha B7 
-2 972 280 

+nun xofa inn 

+4000 IIUI 7MBD 
+9 850 3B0 
+5 8fa 437 
+10 4/70 1/2D 

+180 0610 4/00 
+4 840 081 
-5 713 277 
+10 109 230 

1600 821 

-4 228 BS 
-18 702 483 

-1 380 n 

-es 2/40 2600 
+10 510 2S8 
-.1,0001/60 
+S 131 ISO 
-4 27fl 128 
-4 381 141 
-3 557 498 
+* frlU 475 

+100 216DD 1X900 
+4 SSO 007 
1/10 1/00 
+18 75* 658 

-re °s? 

S 0*1 430 
+40 26201.060 
+30X1301/50 
-11 086 488 
-14 804 643 
-121630 407 
_ 813 278 
-6 207 6* 

-3 935 1® 
— 1,190 980 
-4 5*2 zm 

+isS$3 

-7 SDO 56 
+0 488 *02 

2600 1620 

+401,7401/70 
+fi 547 355 

+3 W 

+1 730 270 

+81/10 572 
_1/40 004 
+5 GTS 177 
+2 559 250 

+a 313 10* 
+202/701/40 
+20X1901/20 
-205.120X780 
+(02/201.750 
.1/001600 
+10*6003680 i 


a 

1 


+/- Hfa LmW W 

218 +2 480 mU . 

1/70 -1816301,190 1/ _ 
*73 -4 055 328 1J4B6 

274 +1 410 (81 £2 — 

BBS. +4 70S 970 1/2X0 
300 +8 554 198 2/ 17/ 

405 -4 477 2881658/ 

445 +4 803 901 1/90/ 

Zn -7 458 145 1.1 . 
256 -6 H» 123X12X1 

608 -201.1(0 <48 161X4 
7S7 +3 892 4M 0JZ7.1 

818 +8 908 435 1/17/ 

1,170 —101/70 841 0/306 
20 -a 9K (48 1/ - 
200 -9 905 130 .12/ 

fisjsesafifi 1 ? 

131 -J 26* HT — _ 
435 +13 SIB 324 06976 
383 +5 817 220 1 6 20/ 

082 -8 818 343 16156 

250 +7 540 125 1/ 176 

483 +4 084 8501/25/ 


1,160 . 1,478 1/00 

& ** I; 

733 +1 1.180 470 

394 +11 525 211 

828 -i4 srn my. 

£700 +80 3620 1.750 i 
004 -4 m 280 1 

378 +S 410 280 
l/N -SOX45D1.HO i 

SiS 1 * 1 
e j % s 


ipix3/HJU) 


Anta UO 
BEAeta 1XMM 

; sasf w 

CDLW 2/0 
OJKU Axiom 
CBmP 7.15 
Catais 265 

SSS? ti 

§sr ^ 

CfaEtt xsr 
CMcP 2X05 
(afab 1X15 

is? it 


a 

3 


is U 

16UU +W 


-e i.iQ0 an 

■?,.s e- 


ii 


mauNDSfUra/R^ 


Aacftar *540 
ABXmf 24460 
AMU (BUn 
ASttiez 1*4/0 
Maria 8X30 
AKZON 42760 
AWN Ml/D 
B MOB 8X80 
BekDR 3X20 
faaHDR 3X30 
CSM TOfiJd 
CMOQ X335 


—so 5X50 an ; 
+60 251 SOE 
-780 TlX; 7X50 
-16015873 15 

-1.70 7460 3X93 
+1/0 «32 246: 

. 3*273 3B1 83 
-X/0 ’*603X30 
—JO 45-70 23 : 

-70 *5 3070 

-MO T 13 32 40 

+5XMSX230 

10 MBS 56 



* mrte 


BK 
0*4* 3X70 

FAnOftinSO 
EBnmai 111 
Game 8360 
CBlOpfl 66J0 
firtsai S3 

Haanwr 9X20 
hSSo 38850 
tkOa 4X50 
ffaoofl n»« 

120 

mi 109-60 
MGEKS g08 
tain 7260 
XU) 7e» 
KNPBT 53 

I®* » 


-*.3“ SS™ S3 

2/14J faadit fa.li 
241 — . — fafaco 20X1 


10 6340 3150 : 
-JO 30/0 2X50 : 
m 115 G3 
8011383 SB ; 
-60 <550 5X20 I 
+20 80 47.T0 1 

-1 7460 *660 ; 
-£» 122 74 

-235130 283 I 
-8046.10 3X83 ' 
+.4014231 7S80 : 
+1 JO 9780 57 SO 
-I/O 137 9260 
-180 112.1D 65 : 

+61 6566 63.69 
-80 7*30 5170 
608160 5310 
-I 57 370 ; 
30 104E7 6450 : 
_ 143 IMS : 
-1.10 74 4060 : 

-1/0 73J» 48.10 
+2/0 201 133 

-10 37 27.10: 

—160 76-60 S4 : 
—430 I7XH> 80-10 
+1/0062 85 I 

-80 96 5*04 

-30 212731342 
+ 905860 3 


-6X3551/90 1 
-lOOJllfflnWO I 
-00 ■2115 1.630 
+uca/gc 1X250 i 
i -sx/ss'Ns: 
+40 7/80 **5* I 
-51,175 SC 
-370 B3E11SJ I 
-601223) 5730 
-45 3.380 1.005 I 
-3200 CBS 16000 
+106/601500 
-60 7/50 SB3 I 
+60X060 IKS 
-140135306/25 ' 
-40 7,400 1W/ 
_2/9SlB7D 
+30WmS2BD ■ 
-Siam 3.405 
-200:0200 5.400 
+60X785X295 I 
-60 X5001/001 
—10 1425) 9.610 
-»-26E01.«5 
+10 4.3*0 2J195 
+60 3/55 XD%i I 
BJ3SB 4,000 
-30 3.480 -«a 
-6 1750 X700 : 

I 

.’jm 

+30X3301/30 I 
— 7.000 *.765 
-Bfi £420 1.445 : 
+18011.730 7.180 : 
+85 4.750 X865 
-50 7.600 4JN 
+760 ISO 8/30 
-SO 3/70 1/10 
-IN 7.1 10 5,290 : 
-O 3B3 105 
+4 773 428 
-IN T/SO 4/80 i 
-2*0 16JTO 8.4S0 
-20 5/90 3/45 
15701/85 I 
1530 1.100 
-5 1075 7.5(0 . 
+« 5/80X935 i 
_5ZB0t3BD l 
+i30 4.<« ia 


AtaSk 1/40 

US 'S 

7*5 

1.140 


SSEDa(Uar3/KnanO 

ASS ft* 104 -350 127X3 7BX0 44J 
fl03 9 ICC +2 12B 7580 31 44 0 

ASA A 116 +1 125 97 X3 22.7 

ASA9 107 *1 123S 32/0 XS 206 




Annsai 1/70 
AoMCp ns 
Aonma Cite 
Aitaffl 2/00*1 
AnhBk 704 
AtaBr 1,7i0oi 


ABM 238 
BTCaSl 1/70 
Bojrfh 1850 
B iym a laafl 

ar 3^3 

Cfato 57ftq1 
Cjfcnc 585 
Sanaa xaaod 
ca n o n s 1/OfM 
CtanC 1.130 
CerRO 249 
CenGb 250 
D/bB 472 
aacM 281 
enjotta 314 
CayfU 473 
2/30 
ChgChni Bid 
ChUBBAf 1660 
QujoTB 52S 
C!2Wcll 930 
CBnOd 791 
trc*C 

D*toS 
MM SIM 
DUbti 872 

DalKB 1.080 
oifap (.ran 

Oafltln 657 

Oaitjo 242 
Cmntm 4 1 CM 

SSSR 

DaVffr XlGO 
IfaiTv 258 
D9W8P 745 
OlotfM 555 
□MB 370 
OaJmH 1,100 
Data 571 

dbwup axiom 

Data 2600 
DtwaHA 459 


-30 T/50 1/30 I 
+10 1.460 925 l 

— 588 335 
+7 855 468 I 

-20 1/80 1/00 I 
+1 1.030 386 I 
-10 1/69 940 
-14 478 116 : 
-10 1680 080 I 
-4 177 27 

+10 4,0701640 
+50 4.120 1.W0 
+181/60 405 
-30X1101.120 I 
-22 7E6 400 
-10 1210 470 
-3 544 2001 
+6 435 75 

-5 257 00 

+1 41 B M 2 ! 

-30 2/00 1.450 I 
-30 2/40 1/00 I 
-20 3/00X130 I 
+17 510 sa 
-IN 4/80 £500 l 

— 741 370 I 
-23 837 423 
+10 3/20 £450 I 
*50 Z330 1250 

_ 1/60 791 
-4 330 160 : 
+0 358 140 ; 

— 73S 395 
-7 *84 IBS : 
-3 035 120 
-6 585 3S5 

+10 2/30 1/30 : 
-12 1/80 570 
+10 2/40 1.800 ; 
+3 800 107 
♦101JJJO 686 
S BBS ISO . 
S 521 iso: 
-7 385 150 ; 
-H 91* 485 1 
+1 1.600 530 

+101/20 m \ 

-40 X2201/10 
-36 1.180 481 
+7 <78 88 

*S 66* 281 
-9 544 221 
-10 8*2 388 
-20 2/001/00 1 
+14 <20 130 
+5 755 370 
+2 722 420 
-1 681 130 

+10 1/00 588 
-tie 095 300 
♦110 3/60X610 
-40X280X080 I 
+8 BOO 355 


490 
DM 

1ZEUM 

MNbaa 1/10 
UnoRa 788 
torn* *98 
ISDQtam 251 
MKfap 1/20 
|4jB«cS 385 

Eat 1/80 

41S 

858 
1J00 
202 

unitor 468 
MbOD 205 
(Affair 282 
MbCfat 250 
MMfan 387 
mm 202 
Mbit* 1.480 
HUM 400 
MXCbm 388 
MSB* 848 
M£t£ 128 
latfnd 1.4*0 


Watal 308 
ifciris 1® 
Mjrtaai 3/80 

ap « 
'e 

... *18 
AMC 190 
NOK TOO 
HSK 514 
HIM 415 
mrn> 287 
fafaf 346 

sk? e 

MMn 1/30 
Hntna 127 
Nddn 333 
NduCm 317 

Maiki in 

iffiBtfik 333 

5& e 

Mon i/7Q 
mean n.« 
faO» 173 
2Md 
1600 


ttflou 330 
MpUodo 834 
Upend 500 


+181/10 4#1 
-20 475 205 
♦1 579 306 
-7 870 405 
-1 848 330 

+401,7301/00 
-101/10 044 I 
+13 805 828 i 
♦14 734 335 
-1 435 1* 
+401/50 020 
-4 750 283 
+60 1/80 1.170 
*7 SOB 288 
-13 884 456 
- 201 / 201/20 
- 481 1» 
-10 848 355 
-10 023 188 
+H 520 138 
+8 486 120 
-3 5ffi2 252 
-3 430 101 
-401/701/00 I 
-1 B25 256 
-B 627 1B3 
_ 1.140 6SB I 
-8 284 a 
+301680 1.050 I 
_ 856 350 
S 50 450 I 
-8 278 138 ' 
+6 850 275 
+13 028 130 
-Z 800 315 
-20 3/901/70 
+3 417 105 : 
-13 7BS 868 : 
+30 1/00 480 
-1 470 203 
+30 1/50 1.1 ns I 
-.5/S0 3ZBD I 
+101,100 750 : 
-ID 1/50 1/40 I 
+101/30 971 I 
-41/30 707 
+13 531 335 

_ 200 02 
+W 073 542 I 
-4 BOB MB ' 
-10 B71 280 : 

s an in 

-22 433 09 

+TB 920 308 
+8 403 *25 
+201.830 815 
-5 23Z 71 

+B 809 228 
S 020 183 
+1 307 108 
_ 663 270 : 

J 230 SB. 
788 307 
26601/10 I 
T3Jtno/50 i 
-1 N6 <8 
-16 3*8 101 
+30 X31D 1/80 I 
-8 90S 681 
.-*0 339 
+1 510 21 If 
-01/20 363 
+6 781 451 


Sffl 

sStaa 548 
SHta 677 

fate® x*» 

ZDB 

1,020 

Saanflk 1/80 
&UMSB 7 70 
364 
mam 

tatea 7/60 

« 33 

SeMT 780 
500 
451 

OMwi 910 
EMM 1/40al 
Sanu 140 
fa" X95W 
1/30 

Shkfa 520 
aaoi £780 

vim. 1/70 
EMzOk 1/70 
ShcMU 760*) 


SUwfMi 171*1 

smew si* 


g£K« , *SS 

gss «e 

EumBM 840 
Sunfirtt 1/50 
SotaOia 397 
007 

’e 


SUIAIIU 507 

Sanaa 221 
ShdRR 060 

SumHbr oaonfl 

Bundle *45 
Sonata 578 
SonN 1/30 

__ a -™ 

Tfate 2/00 
TWfSe 288 
7to*STt 020 
Tom 1.150ld 

Tenfa) — 
Tfcfh 374 
TtStOI 437m 
Ttttaa — 

T04&P 

iMm 130 

Totuflu 456 
TtadaCp 866 
ToU 574 

Tam 16/OOm 
rmB> ijho 

nook — 
mmeo 

ig 

i&'S 

S£ *S 

TWtae 234 
1KS8 59B 


TkSW 1220*1 
DcSW 247 

Ttadcat 182 

ItoCrp 567 
ToMW 241 
IklAM 304 
TomQp 173 
Toon “““ 
TnmP 


TttOn 4ZS 
TUMI 293 
TanCo 1.720 

*•- e 


Ill 

Tf'l' 

~jgjgi 


~Vi& 5 

+18 335 290 
-2 BM 38fi 
+60 X000 6/00 
+804/70 1.090 
+« 8/00 4/10 
-BI/M 820 
-10 041 450 
-41/60 332 
+481/00 832 
_ 1/50 762 
-0 215 54 

—30 3.600 £100 

-M »« 5* 

+ia ? yen 1,400 
-101/10 085 

1,130 630 

-7 200 36 

S 73H 400 
-fl 322 97 

-6 438 108 
_. 448 1 71 
-20 1.1*0 572 

+1 983 700 

-a i/6ai,in 

-!1 544 227 
-121,160 600 
-20 2/201/70 

^38 & 

♦5 283 73 

073 STB 

-1 390 135 

-H 888 380 
+4 370 131 
-M/88 673 
+10 850 474 
+28 1/00 570 
+13 714 441 
-10 1/201/10 
+70 1^ 0/00 

-20XB00 2JB90 
-17 417 150 
+7 BBS 432 
+201.700 837 
-40 3/8) £420 
-181/70 599 
-SO 687 220 
+1 500 272 
-12 485 138 
-2 570 150 
-4 189 40 

-io an 4« 

-« 050 290 

-a mo mi 

-300 17,381 OK 
— £100 1/00 
-2 1.2*0 530 
-43 625 173 
+1 385 192 

+30 2/801/® 

38 MS JS 

-131OT 4g 

-301/501/50 
+33 443 108 
-2 273 78 

-11 728 481 

-14 403 173 
+8 640 125 
-2 300 87 

-41,480 618 : 
-601/80 1/10 
-* 841 607 
-2 787 600 

-2 440 2M I 


1/3 

saw 3/7 
suite a a 

5HCC0 um 
SwkaA 4070 
Star# 7/0 
Teua 2X23 
Tfafa X0t 
TitoSl 11*0 
Tnger i/a 
inn 16/3 
worn ix9o 
antak B/o 
wingBk 32/0 
•tajOn 1*5 
m*r 1/0 
Ytabno 1-45 


_tt/0 4,90 7/ 7.1 

„-/8 aa/o i//6 4jna/ 

-/D1® £30 _ — 
-JKUHffill ~ 
-.03 4/0 1JS3/11J 
+/0 *9/0 31X718/ 

+J0 1U5 £10 7/ U 
_ 470 1/0 7/ Tfi 
-JK 68 3X90 £7 XB 
-J3B&236X5D 7/ 1/ 
+.103820 8/0 08 34/ 
+.16 ”15.15 £» — _ 
+06 6/5 1.70112 U 
rM 6X25 18/0 22 9/ 
+.10 17.10 1X7DU1U 
-SB 4520 1020 52 OS 
+.02 470 0/0 8/ — 
HhO MIES 1/8 1/ _ 
+2526/5 8J0 8/ 4L5 
425 QJB185 _ 
-70H/0 MO 43 42 
+6 279 148 18 IS/ 
+101X20 8/0 OJ U 
*25 119 m 4,$ 146 
+JB1X40 6 7/ 37 

.>,10 1380 £80 BJ 42 
>vQ6 £33 470 3/ 93 
. _ 77,75 2436 7/ 7J 
■ -IS 17/0 11 JO 8/2X3 
--—14(0 4/0X309/ 
+JOS&3M1ZO XO U 
- +8D 3X4020.10 471X3 
-JO 20/0 11/5 6/18/ 
+JB M6 0/4 5/ 4 A 
+.75 6425X4/0 £9183 
+J0 27/0 10JS9 £1 11/ 
-m 10,80 2/5 13 _ 
•/0 30/0 15/6 uzf fi 
+16 2470 12/0 —1X0 
-M SM 03Z41 - 

_ii/o mo xoatz 

+.06 an» 034 u _ 
J_ 19,73 7/5 £2 40/ 
— 9X3 5JD 3J 13/ 
■SB 31 20 1S/0 ta 3.7 
+30 n 18 4/8/ 
+/i xs2 on i/ — 
237 03810/ 7/ 
_32J0lB_7D 07 24 
L_ 10060 3X70 41 8/ 
_ 3.16 0701X4 3.7 
-JO 00 1X30 O* *1/ 
+JM X» 009102 — 
—25 1025 4*0 43 U 
.SB £25 437 43 83 
+JSS 5/3 1/3 — 67 
-.18 10 .05 £151X1 4/ 
240 1/0 7/ 52 
_i. 8.10 4/0 ..11/ 
iffl' 4*0 DH74 U 

-JO 77 31.40 X9 87 

-JB 1X86 5/S 46 £1 
+J3 90 T6JS 3/ 18/ 

+.05 X27 036 55 _ 
+70 3080 405 1/19,4 
_ 6 0(04.1 - 

„ 17/0 070 4017/ 
+40 3B70 10.10 U1U 
+JD 21.10 X2D 43 7.1 
+J053J0 28 40 XI 

__ RTO 4J0 7/ 5/ 
_ X90 1/2 1/ _ 
+J» £15 0/2 7,1 — 


■XMEU91V3VRJDU4 

MU 1/00 +10G 4/60 875 ; 

BRhM 050 +25 £173 230 : 

BkHea 560 — 1J25 400 

BPIr* 1/73 _2.J731.tfiS: 

IWfanp 8/25 +000111753/25 : 
ataPP 1/00 -50 X200 52S 

Wton 1,126 -23 1/75 Z7S 

f&ffer 1/73 -SSX300 <731 

Talon 4000 +260 5 jwg 2/50 
1/nact 1/88 SO 9700 350 I 

ttUlSM(Uar3/Mffl) 


< 86 0 4/0 
Amrt 0/7 
ABMW 1 
Bound 3/6 
CAMdO 320 
EON 7/5 
Fbrtkp US 2 
Gtaeg 12 

GUM 458 
matta 4io 
Htoatf X88 

1/2 

idted 1/2 

SSS 8 ^ 

(AIM 2/5 
IMta XII 
Itatt 456 
(IMM 1X8M 
WUh 027 
IMM £26 
IDphb at® 
itafap 1/7 
HnUi 10/0 
Pert* 5 M 
Pefflaa 1030 
Anton BJO 
PKAdi 1/0 
MIBCki 370 

a 1/0 
7/5 

ftottfU s? 

775 

470 

TABU 1J2 
TcOMf 378 
Ttahm 1£60 
Tanaoa 9JB3 
IMEgM 4/0 


-063410 1*0 ' 
_ 278 £52 
-J3 £65 0J1 
„ £W £57 ; 
+42 0/0 1/5 ' 
-062X50 £78' 
-JT7 370 0J8 
-70 17/0 770 ' 
-JZ 3/0 £18 ■ 
— 78 44® X<7 I 
+.12 13/2 £74 ' 
-/5 4/S £60 • 
_ 15/0 2/8 ! 
-XB £88 0/8 
-,43 1870 5/0 
-JK 520 0*5 J 
-302 586 0/3 ; 
+m £70 1/6 - 
+08 £90 233 
-,«C 2R50 6 

-02 271 £40 I 
-J6 7/7 074 I 
—JOS 2/S 8133 I 
-JK a ass I 
+ JO 21 JO 14130 i 
•420 7/5 436 I 
+,10 12 6/5 

-791850 1/7 : 
i>10 £14 0/5 : 
—.18 1030 1/8 : 
-JO* 456 ££8 
-7011.70 400 : 
—JO 37.73 1070 I 
_ 830 410 ! 
—24 £50 330 I 

.sa 412 aw 

AM 525 120 l 

+701XJO 

-70 1X70 *+- 
+JB2670 1/0 


SCMESCfatM 
8340 CHUR 
1200 
8000 
12573)1 MAS 
W04 UM 
68400 «■ 
CMCap 
6*600 CtaaOd 
104600 Od&U 
4®m Cogta 
89664 Coma 
99950 Ca«*( 
N74CBOMB 
30B17 am* 
58780 CaB 
12530 Dten 
06192 Dotal 
234864 DonfaTX 
38271 DtawAx 
10(017 DnWA 
20610 DUMBA 
S380 Bwptm 
136900 EObaB 
858987 BMBcA 
SS730 QOto 
13291 &» 
BBS15 BflMr 
1707 Bttr 
28807 MdcA 

1100 

571684 Ffabr 
127472 Ffafa 
0402 mi 
212930 HCbgA 
2031 Fate 
15366 4StaB 
1XS42 Frilnr 
1W9 Ofarto 
23984 QMUt 
76290 faaeC 
5W 
2SD3BB 
1D900 

377742 tefC 
100 
SOW 
134*00 


74870 PLBiM 
146*06 iiaanaa 
67794 knpcixn 
7840*7 tali 
18311 kata 
58473 Motel 
4*2 Inc dim 
106880 Jenockx 
574378 HMOIta 

486043 uXl 
19400 UsBkl 
31790 Umfarj 


aSTSSBn 

100630 (Mn> 

57409 Ufa 
113804 HU ■ 
■3» Mctarta* 


1B8117 tan 
347842 MdSc 

Mum nn*Mi 


■8014 fatal 
212300 Nona il 
94247 MudeFil 
1401676 NmMMx 
13530 UonrCra 
5O04M (IBM 


150001 Onn 
12811 OlltaAl 
741470 ffa»P 
1277172 taCnP 


83052 (fanOi 
58031 fawte 


131813 RngOBl 
200046 FtnEDj 
539000 EMpapI 
95477 Horn 
40153 (fatal 
W6PS fMfa-1 
468391 
301*93 V 
1Z6DB0 IlDjtakl 
114100 MCA 
30310 SNC-U 


15302 ScaBCH 
177467 Gmvbix 
137380 SaonCx 
84406 STMOtafa 

135171 smal 

57950 Soual 
■17148 SwAm] 


3003631 

373411 ■■ 
■63195 Took 8 


IBf2»UMl(Mar3/NZ& 


... 1030 

ssa *s 

TbyoTB 805 
& 
sr 

Unfa 
waew ij» 

YmteC i<te 
(Man 7» 
vaaxu 3/40 
YMHon 1.680 
laraKog 1/50 

Vmlfai 1/70 

vaesmii/ted 
VamkB 423 
V8»fV 7*3 
laero* 270 
name 613 
■nXrnBk *05 
YMunRb 390 
ItmLofl **0 
H7B 

,V— 174 
Zener 357 


-a «ai 

-40 £2801.100 
-11/50 755 
-4 30* JN 
-60 2/201/70 
-7 494 10B 
-8 356 .80 
-180UIUMJMO 
-40 4/30 3/40 

-21/30 605 
„ 3Z7 128 
-17 737 401 
+2 362 1Q7 
-2 HO 18 
-1 2*6 03 

1/00 1.100 
-10 2.630 1Z« 
-XT 1.440 848 
-10 £280X310 
+WX4W1JQ0 
-101/30 680 
-a 1/00 i,ipo 
_ 2/80 1/10 
+20 524 270 
-20 785 350 
+8 480 40 

-111,170 BOO 
*2 800 200 
-3 6B3 ftIO 
-0 710 270 
-3 030 4S3 
+1 440 J 
+17 SS9 250 ' 


BM 1.15 *21 1/S 

Cert*! £63 _ 183 

FCBM 4J» — _ 5*2 

FCEn £34 +v00 8/8 

rcftr 1/5 _ -X22 

FCFfaj 236 _ X57 

Fans 4/M *20 £80 

f*P* 5 M £B0 

fadfam X00 +/0 £S5 

Ltanfa 4/8 +JB 4/0 

faoM £72 -+AB £05 

TaKOl 8/0 — 806 


1/9 8/1 £3 
235 43 1£1 
X/OXSIOO 
£80X7 11/ 
1^ 1/13/ 
£02 1/ _ 
330 3/10 
430 U 18/ 
8/S £721/ 
£28 1/18/ 
£18 4/28/ 
627 £1 18/ 


iMPAx 
7303 UCnp 
53123 UUDom 
44230 Vtora 

aaaaal mmo 
<7044 wam ne 
/1 868 


MONTREAL (Mar 3 / Qw iQ 


33/ -/M/M 
48/8 -sl®J3*U 
47/5 4773 St 

m2 KlS 7/ 

S/+SH5ni.«S 
10/ +J 1X11X7 
27.1 -.1 282UB 
1/ 2.75 1/2 

221 -M XI 1/1 
10L75 » K 

37.T -.1 48 S3 

24 <13 BB 

20 +25 311153 
1BJ5 +.1 «L5 7 

£1 £72/5 

12/ +/1U(Ba 
4/S-/6 £8 22 
25/S -Kl 31/ 20 
(OS -* I3JUS 
2835-/534/22/ 
<2J +3 *3 28 
28-/5MM 
2X1 +132JU75 
2/1-/4WH U 
27.15 +.1 •27221/ 
£08 -JB9ZS £55 
17 +1 17/ (1/ 
ZZJ8 -J2T23 13/ 
1U+.16M 15 

1U -J23/14/ 
85 73 520 

2S+Z6M3SBZ 
342 -2 *03 253 
1US +,66 33 15 
17.7 +Z5 21U23 
20/S +.15 BZ HJ5 
IB/6 +.1 24 2 «H 
44 2 +2 4731/ 
50/5~£SU8U 
2£1 -UfaUB Z33 
5/ *2 IIS 4/ 
43/5 -JS 4621/ 
S£35-v16 85 315 

2D -JS27/10S 
4J7T £6£ 78 
EJ -J UTS 8 J 
S3— OB UTS £7 
112 BJ9 • 
XE5-K0EX25 XI 
U5 -,1 *1518/ 
27/6— 43 3825/ 
XI* <0/8 

•*06 —2 <7/ JUS 
54 -A S83US 
8X73 -v06 0X3 U 

25.0 +.45 51.41 ZU5 
£25+158/9 435 

45 +1 48/ 23/ 
5 £26225 

71 25 -.15 733 II 
5/5 +.(8/8X75 
48 46/ 31/ 

21/+/6-22/1U 
20.15+06 3210/ 
27*6 +J28L0 IB 
35/ +4405VH 
18/5 +/S43/ 13 
322B +05 3575 25.B 
17/ -J 21-7 1U5 
8£7 -JHU68L3 
38J-23 37 TIB 
lUB-,15 UK 10/ 
1£9S+ZS2US11Z 
18 -JS rinass 
23 +J2M5 2X5 
25.43 2JSSX 
22/3 +46 31/ 16L3 
1/3 MU 
23/ 2UK1X7 
3S.1+.1S BSJBJ3 
35/3 +.1 N2UB 
7J-JS5 7/5 X7 
9+15 10/725 
27/ +J Sits 22 
1X75 +1 20 13/ 
T&26 +05 77J34UB 
154 -.1 KLCIIU 
5/6+17/4/ 
35/8 +2 382U9 
24/3 +35 282S IMS 
1439 -.1 « 5 10 
m*5 -2 30.71125 
24/6 +JB 294S 18 
1X7 +45 27/ M2B 
17/9 +28255 (40 
127/ +/DUD03/ 
5U +35 6X2 272 
62 +2 62/2X1 
£4 US 536 
3£25 +28 325 22J3 
4/ -JS 7/3/5 
1775 *23 18/ 14 
100 IBS 134 
U 148S 7/ 
2X15 +05 45/ 0425 
02*8 X63 ai 

127 +JB 177 103 
25J5-.1537JS 2D 
33 +J *£2 XI 
£75 +05 n.15 42 
6X15-/3105 80/ 
1/4 +06 3137 

X7S +1 5/5 275 
11/ +16 « KM 
£1+15 9/5/3 
1519 +.15 1X21U5 
516+16873 3 

1/ +1 1/071 

64.1 +1 
2X5 +3 


28/ -2 2918/ 
923-23 MS U 
1X1 +Z6 1335 775 
81/ +9 54/ 282 
5X3 +28 6X1 38/ 
4J+03IU6 XX 
41/8 +36 KS 33 
2X1+25 36/1725 
5X8 +8 nSBJ 
382+153821X4 
16 


-■1g» 

IXJS+nm 87 

sss^sss^ 

57/ (7(5 38/ 

40/8 +15 *3 32/ 
X5 +1 8/5X03 
36/ +DG3U5 XM 
122 +US 1/08775 
X3H -JB5 723 021 


■VaiJSSi 


A0SnWU(HaT3/AuStS) 


FT/S&P ACTUARfES WORLD INDICES 


]E- 

tmt. 


Tfa FQS8P I 
Ftofay d k. 


_ __ ^ mg wrattaW Uwfad, Bottnan, Sacte * Oa nfl! aand 

“JTl^ UX UH/£»4wm8rrfWMifa5 


I & poort. Tim d «f^ are CompSei! by FTBE himrnattea) and Sbndanl 8 Pocrt) bi cnnpmkm wd8 W 


Rgufai fel (RMtOOMa 

9tair ouatwr oMtan 


A«raH(73)- 

)Wfct23)— 

BBMtaaM- 


M g? 
_2D8.11 


.,mw 


HOBO Kong, CM»> 


tehfldOB— — 
WF M— — 

Jape POT) 

Main* (107)— 
ModCO (2»— — 
MaBMdndifl9)- 
TfcwZntantftM)- 


11 L 1 < 3118 

140.13 

i(B& 


S0BW»6|A3- 

So*«*af»3 


ST-* ***■ ■ 


SmeflntM— 

SWzsMPD- 




ate)d«no*»(2lS- 


.-.-j -‘jjjjS- jw* 


AqatlcKstBIQ— — 
Emp8(701)- — >— 

WlcBnin?nT)-- 

aao-^McP^- 


* 4A 1 



“ » 


— 117J8 
,, — 20SJB 



r*_' 

, - .‘i ‘ nV' 


Enflp/ BL UK {4) 

n/mst-Jsm 


mno tx w» ihw- — mas 
WJBtWP^r- — iedM 

ill/ watd hd» 


ew»nse 


MONDAY aA«C« 2 1898 " 

Pocnd 1 «ai ^ 

Stating YM “* % l 2 > 

tata Mb mb late on day_ 

102.18 169.46 20131 ttl 

187.16 IBS-04 19K06 U 

2S7JS 226JB 2B853 263J7 12 

"218.48 1B2i7 22868 595^5 22 

SJS iSfl 214.08 234-76 U 

41533 367.14 <35.14 434^ 0£ 

3a85 284-21 33522 <14.41 15 

24158 21512 253.18 B5W 07 

23582 201.78 239.71 2»7l OS 

322JJ2 28537 337.3S 35584 -\2 

am 4238 5020 28738 

44331 391.13 48565 587^ W 

12502 111-13 13 212 185M 2.G 

«79 8535 101.40 8535 1.9 

2^0 *7933 21339 31£® “fj 

145530 125330 152509 l50m73 13 

42034 37R67 44034 JJ 

^31 61.12 7260 80S 7 “ 

jSS 24558 28253 31548 W 

ttS 7731 9SL56 19J» « 

2 ££ 18151 21514 mM -J3 

30535 288-45 320-10 “ 

M » “ H 

-s *a ?5 ta 5 : 

wS 29575 35233 33631 13 

mi4 <0288 427.63 -0 2_ 

34831 30733 36S.10 

wu 280-53 30931 312.79 13 

^37 43533 47733 W 

ass «s mS %% 

1SJ7 S SS S -11 

333.07 ®833 39as ZJ ca , 1 

Z*k> 235.12 27931 &I& « 

. SS 168.4? 200.13 +* 

VBjn 165.71 I®-!® a* 

WLH 21*-« gJl 5? U 

Mg 289.48 34339_^ Si- 

‘ 251JB S 37 26^8 253g 

B ^ l( u; ,, i005 A0d0fa«^' OT -’ 11 ^ 


fWDAT FEBHUAKY 27 T998 DQUAR MI 

IS Pound L«U 

DoBar Sra&nj Ten OM Qnreocr 52 mtk 52 mw* 
index Wax Wa hate Htf) low 


Emerging markets: 


ffC investable indices 


+£1 -XI 

+12 «24 

+10 -50 

-u sa i 

+14 -110 

+81 *12* 


Ofa* ass -U -3.1 

/M *B +1U +75.7 

-fal — MOJT +12 >2(0 

fama Otto 10)57 >05 +H0 

Sta MU 

Mb’ MJU *17 +1J 

Wafa* 3609 +U -SI 

UetQrt OUT S3 M 

ms* aa -u -tj 

at ufa 1 1(7/1 *ii +i< 

tuma tut +1.4 +iu 

SbT - **" aa iM >ii 

EM DIB id* -41 

Bum son >o* -u 

\ tan* 3BJ7 +1/ +15 

tom ns.li +u -u 

jmu. nxas *n *is 

Mm (37.1G >82 M 

tafa mil -82 * B3 

rum BM5 +S0 *7H 

tan ma +&i -«7 

$Ato> 20811 +10 >M7 

MM a* -08 -IS* 

fata- SO *U -M2 

TUN T* ZJU7 -U +02 

OtaM* S7 « +14 +47 

Ufa Amkl 83038 +10 -81 

Ma 0*11 +20 >315 

BP BB4| +X0 <10 

taa am Ok nB3*maaK 3m mtu aW 
m /ijfte i m: 00k J) mt ouo S 

tqoie3timfii*B3imivm4iaK 

trrnmi6nmmamf**im;{il 

Ok Jl H® fUJOae 31 Mt MO* 31 OK 
P2DK31 NSZP4BX31 «Sr<7/MpX Tfitt 

UU Mw ■ BMfau fer /fe afau 


52 a ■* 

Amcor M 
Aedtin 1/0 
AHZBk 9/8 
Aoteu XS*J4ffi 

AaaSU 1i.7< 
1.17 


zses 3?te 


CpPrap £37 
Cervw X2S 
CCAmat 1X73 
CataaM 720 
Ctahd 4*0 
Cmfeo £*om 
Oeanfa I7JKH 

ssa 5S 

X23 
0.4/al 
re 8a 3/0 
£40 
1JT7 
£ 

225 

, 7/2 

nSt 1120 

RMS3 £308 
Rkkic 5/2 
MW- X80 
GDAui 4.1BMI 
Gnu 1.14 
GUM I/O 

s % 

jute xanl 

52E.^ 


m Tfa RMg< rou ttote w Sawte a PBIX5 u«i irtn um i cn M H fa »e rate 


west 1.90 
Mute 8/4 

HmrMi i/m 

Marti 3/7XS 
0P6M £70 

m 

Oifen 1080 

PMPCam £01 
FfaDui 2/7 
nom 121 
Hum 432m 
PWK * M 
Pwere 7/0 
OBEft ema i 
OCTte 120 
DM **” 

teTta lira 

~ I 

pt § 

r B 'i 

WMC £12 
Mtar 1418 
MOHd 7.(9 
WOfTf 9.12 
tapto 1X13 
WSaft £83 
HPM8 X/0 


- 08 £00 1/0 £5 91 J 
_ *2« l.M 22 2SO 
+J» £fa £14 T4 — 
_ X28 1-23 *0 25.0 
-.1811/8 7/8 4/1X7 
-/3 3JJ2 1/3 4.1 9£3 
-.161X06 6/1 «ai 

-.02 1.85 1.12 1.7 300 
+/5 X65 X03 3.1 „ 

-.11 20/5 12J0 £617/ 
+02 1/6 0/0 _ _ 
+Z5 4/8 X25 4.1 10/ 
i-JD2 0.70 0*0 — * _ 
+11 Sl/llBte Z/2£7 
+02 1.52 0.85 £0 _ 
_ 2 JS 0.18 

_ asj 3H0 ID 227 

-JS £20 3.80 OB 18/ 
_ 220 2.10 7* _ 
_ £42 £10 22 _ 
-JIT 17/0 o/o xo *ao 
_ am 5.B* 3/ 2X3 
+JB •4/7 3.10 1/ 4ft/ 
+« 7/8 4/0 1/ 1X2 
+20 1S20 52 t&2 

-.19 4.10 1/0 _ _ 
+J2 I/O 0/3 4/ _ 
+07 2J5 D/0 — _ 
+.02 5 £15 6/ 17/ 

+/1 0.72 0*612/10/ 
_ 4/0 3 32 _ 

+D2 721 £14 17 _ 
-JT1 -3 1.08 5.0 _ 
_ 130 1.30 U _ 
+06 3/8 2/1 3J „ 
*M £33 B/9 SA 84/ 

iiS’lS SSga 

^lalan 

-3 is* sMi 

liiK 

-.10 BJ8 6 4/31/ 
-Jll XJB 1.40 _ 7/ 
+03 3*0 1/0 5/ M 
-JS 22/5 1520 4/ 13J 
-JC 1.11 £38 £0 39.6 
+D8 £15 1/1 £817.0 
+JS 2/1 1/0 27 10LS 
-JS4 4 95 122 6/ 22.1 
+.11 8/5 5/3 £3 27/ 
-.02 1/1 122 52 1X1 
+M 026 3i6 4/21/ 
— j 07 4.15 X72 4.1 2X7 
-.00 1.14 ®J5 _ _ 
+221X67 £50 4/ 233 
-Ai £75 XSO 8/11/ 
+.87 9/8 XES 7/1X4 
+/3 134 1/3 X620/ 
+.12 528 X18 * J 17/ 
+. 622 1/5 — 2X3 
+M £88 820X51X3 
+W 727 4M&S1U 
-JM 1.70 1.18 6,710/ 
„ XH £79 -11/ 
+22 321 X13 5/11/ 

+20 2X3S IftM X3 16/ 

» S3885US 

_ 273 221 £1 _ 

+87 M8 4«U1U 
-JB 10/0 7/1U - 

+JM 528 * :: 3.1 23/ 
-JB £80 7/0 5/17.1 
+03 178 £00 £6 26/ 

-18 1/01 797 17 _ 
+0* *8W 4JS XI 103 

111 ^ 


nap 

X16 

(MO ZJB 

xn 

ww»P £35 
OUBF 5J0 
0/lDBi 4 
PnCw 080 
Pitota £46 
6M*Hr £79 
Sft« 11.69 
SUM 4*8 
9PMF HA 
SfaaT 32® 
SM 127 
1/7 
£12 

UBtoag 127 
UOnU 1/1 
ML 1/8 
WnOTll 1/D 


,406 £2* 070 HJ 49 
-430 1*80 £78 1.1 102 

-.10 Iftm £00 £1 u 
;-_2oao on) u _ 

• „ 1 J8 OKT B2 _ 
+201X30 £85 3/1X4 
+03 £58 1/0 52 — 
+02 £3* 1/0 5/ 10/ 
-M ZOO £00 £6 £6 
+W &50 OH 7/ 9/ 
iv_ KJS 320 _ _ 

+ ell OJh 11 

-M £40 2LK X4 14/ 
+1> 523 35*1/17/ 
4/2 1.14 £28 X111/ 
+D1 1.<2 0*9 82 _ 
SO 328 1*5 1/47/ 
+19 428 1.18 £0 13/ 
■KlS 484 1/6 1/ 17/ 
=UB 1/0 £48 3/ 2SJ 
-.151X10 5/5 1.711/ 
-251QJ3 £70X11X4 
-^8 725 1/0 4/1X4 
=1 1.11 £42 82 DJ 
■ >£ ■ MS 1/0 1/ *8 
■Cm 432 133 42173 
-3013.90 £20 1/144 
-.10 825 X1BX217/ 
-U0 30/0 1720 1/24/ 
-M X72 7 M 1.422.4 
L~ £32 Ite 7J14B 
-/! £35 1.40 41 103 
+10 3/0 1/0 3/ 14,1 
+25 IftJO £30 XI £0 
+01 220 W2/1M 
+JW 233 0/5/10/ 
SO 400 £0 £7 7/ 
~Jf: 4J0 025 £8 X/ 


500 GTCB 
178*18 JCooW 
12BBB3 MHdlt 

7700 atom 

10440 VMBnil 


3X3 +1 452U5 
££-.1511/723 
18/5 +25 JUS 8/B 
2£7 +45 (G.B 12 
18/8 +JBT7J5 1X5 
2723*33322X32 
IftTB +061X3 1/ 


*EDCQ0l8r3/{>M0 

1230pm 


MBA 43J6 
AMOBA 5X20 
3SK 7020 
CnaS <1/5 
OfeaC IXSDK 
Mma 95/0 
cam 5X20 

BMant 1£7< 
BfftB £13 
■mar 3 
naOA 36/0 
(Mae 828 
Tm 14720 
T(*niA ta/s 

TUDOCA 2X30 
TNCPO 1S3 


+/- Hfa (an fa* PTE 

-JB *75 36*0 1/ £9 
+20 *0642211 1/106 
_ *92 43.10 ft* 23 Z 
+43 ■*#*029.10 1/ 02 
+.1B 1338 £68 1/ 15/ 
+.15*460*2460 _ _ 
+te *36 41.70 1/15/ 
+26^.15 

+TB "23 IS 

+JB*S.71 _ _ 

_ -4J0 £30 _ _ 
+30 "*0/0 26/0 *25-6 
+70*1(00 £10X2 02 
-1/0 ■2775012150 _ 7/ 
_ TW0 18/0 2/ _ 
+ JO TUB U £6 1£4 
+20 MB3 00JQ _ _ 


EOOlflllKA 0101% /WM) 

*1- Mta ita SM M 

fatem 11/00 +700 37/08 7/M -23/ 
KofiP 92/00 -800 30/0 12000 ZjO IS/ 
LflBa 27200 —JftaOOBJOO 02 30.7 
NMBt 7X580 +4S009UOOWW 1/ U 
snM54ftoqta-auniHMiaum xzi7/ 
Sanaa 0£DU) -3/00 njm 35,100 0/ 3* 
SungW 11/BO -1/60 1X100 3/00 _ 16* 
YbfaMV 14/00 -4003410)0/00 42 3J 


tan 3X60 +48 taJS 14.10 £8 _ 

AFRICA 

fain AMKA (Hv3/fW4 

*i- up mun 

ABSAQp 3X10 + JO 33/0 22/0 X0 17.1 
AEB 16-71 +25 2£50 1X/0 £5 ftl 

127 +2 145 65 3/1X9 

IK -3/0 213 86 4S 7/ 

21 


lMKM0«Br8/TWS) 

CL ta Ml J. 1H 112 08 _ 

CHfak 98+1/0 133 79 1/ _. 

CKDni 100 -2K2J0 73/0 _ _ 

□am 2X20M +10 3421.10 £0 _ 

M 91/0 -1108867X14 1.1 „ 

Kflfae 64/C -281/04010 1/ _ 

S«(U 91 s 125 71 1 J „ 

1USM 164 . St 173 41/4 _ _ 

TKNLMD(Mar3/Btt) 

Adebf 3*2 +10 410 132 1/ _ 

BMtf 161 *2 300 80 XO _ 

37 £30 — £8 
D6tanP 1£7Sn .-4 60 7«J XB 

WfaF 1X7SB- +25 48 0/0 £8 — 

LndfaF S3 -1 88*5 £50210 _ 
FNDnF 81/0 -3/0 <3 1IU U 

SmCan# 878 -JIS 834 157 _ _ 

Statf 128 . +614X10 45 6/ _ 

SnCWF M50 —17700 47 J3 72 4/ 

Ttefa » ^/S 5050 £48 -307 
ThFmF 1*4 +/ 190 5X60 42 10/ 


AMERICAS ■ 

CANADA 

TORONTO 0Mr9/CuS) 
330pm ”• .' 


£73 

tanote *6/0 

CMABd 4JTB 
OaBCan BftJD 

fate® ills 

SU **8 

BU*a 7X60 
BaodQ U20M 
Engn 17 
£50 

■ J7J0 

Raw 2M 

Htea 27 JO 


Hurray 16 
Unid 1X75 
I6j 1/0 

scon 1/0 
team *xm 

jf* 

Jana 

itat — 
itu> Mxeo 
HUM 8/0 
Haifa 4/5 


S22M7 AMbC 


MOT 

Hewn ^eb| 

■SSSiP 

502021 BOM 


878771 CM 
1700 CT Ha 
27*00 tefafe 

“" 8 n 

7470 orator 


780319 Cartel 
1000 MM 
138336 DM ' 
571078 ante 
183739 feates 
<00077 CutaE 

cumr 


♦ /-(Mi Lon 
2055 4/5X818/ 
£5 -/ 1815 £2 

4455 +U5 5X7 3X1 
1ft35 -JS 10J 1X5 
375 +1 38/ 24 
30/+/S3USIU5 
4855 +JH *U5 2MS 
SOTS +J 51 30/ 
» 62/1/ 

11/ +3102 £9 
7SJS-95T7/4S* 
» -.1 35.150UB 
27 -/SMB 21/ 
XD7 4/3425 223 
«.1 +/ BBS JUS 
312+1/ 34 24/ 
2125 +228/14/ 
44/S — ,1 (80S 28 
11 JB +05 nos 109 
57 -Jfi SL8 30 J 

ojB-jn 1 / 0 / 
73 72 4 

U 8/4/S 

£7 -2 213 OM 
IS* +*182 92 
4L8 -.ISftO 38 
44/5 +1 OB 263 
102 ♦/ 2717/ 
8829 +591/47/ 
2B-JS4405KS 
27/ -34017245 
48/5 <US 31/ 
35 38/24 


r — 


swbcs a ft* 

SAW 138 
SUM 86 
SIM 61 2(M 

aw ram 
sms £nm 
TOM 77/0 


WAin* 27/5 

iSSS 


+20 68/0 2X90 2/17.1 
+JS2£501XfiD £5 ftl 
+2 145 65 XB 1X9 

-£90 213 96 4/ 7/ 

_ 312 184 6/ 62 
-1*0 200 137 £4 ft* 
-t sa ia sb 0.1 
+1 178 6X70 X1 5/ 
-JM 6648/0 £2 3XB 
+28 21 7JM X/ £0 

+1.10 KflJt) 4X45 42 42 
+BS 10 1JU — 212 
-JS 20 £60 — £2 
— S3 37/D XO 1X1 
+02 £20 £35 212X2 
_ 178 N _ 7.1 
-1.10 5128 H 1/ £4 
+13 4025 0/5 — 24/ 
-.10 £05 420 ZU 42 
+» 72D £01 — — 
+JO I3SBD M£11£3 
-JO 23 JO 0JO £711/ 
-40 2975 16/0 9/ 7/ 

— 2950 7JB _ 4.1 
+13X502625 1/20.0 

-1253X5017/5 7/1X8 
+*027/0 16 X460/ 

+10(47* £601X5 7.1 
-1 •3*702X73 — £2 
+700X05 BO 8/ — 
+JS £55 2 7/ 4.1 

+45 40 9 - 4/ 

+502X70 94S3 X81JJ 
+JB 420 1/5X1 £4 
-.10 X74 1/5 —105 
+.10 6X29 3450 XS KJ 
+10X1/51X90 94 fl 2 
+364X10 15/6 ZS 13/ 
-170 704X80 1/17/ 

-8 415 276 X44XD 
-1.40 152 iCOx: 2.4 54.) 
+MK70 S/5 M _ 
-w&S 7/0 £40 2/11/ 
-JOM7J0 

+202029 1X10 XI 1U 
-3«ftB7£25 1/2X8 
+20 8X60 3495 K< X9 

- &» 52DU2U 
+.10 7 JO 4/8 3.1 KB 

_ 85 5X08 5/ 11.1 

+33 23/8 £01 £2 U 
+ 464X73 II 12 92 

— 3X20 21 £0 7 J 

+1517/6 8 4/ U/ 

+104060 18 —1X1 

+B0S6JSO38JO £7 8 / 
+1012/0 770 4.1103 
+>U 9£S0 19/0 £1 107 

*■87/0 SS 2/119 
+/0 2775 1090 2/ 14/ 
-X2D 151 16720 Xl 21/ 
-2 80 29 32X13 
-2/0 1435X5011/ 67 

- 29 11206 X* 

+4J0ZI&4 178 1/17/ 

+ JO 88.75 50 2/17/ 
+90 92 4917 BJ 
-8 348 KB 6/1X4 
-4S 82 28 1/27/ 
-1157/8 70 7/12/ 

_ 301020 29108 


WcMUBtefrBfaAaa/g i fa iimin 

BBWte Ota fa w 


tensni m & MM k Ertta fan. u b 
<|M,)iB>(£tWcmuKX 




Hunts Sfarin 


*0+1 8>4ta 

no HIT, ar fate tafa ■ •Ufa SB BUS 
«n farate Mta n ina. K( U Bnn( 9K U< M . M 

tawmoerfawnuauuDiernu 


faun ik ita+ww mono * fayw 
itauNk +41 w Tin am 




















































































































*r - ■ 4 


S«a- 
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Record-breaking run loses some steam 


WORU) O VERVIEW 

A smattering of bad news 
brought a partial bait to the 
record-breaking run in Euro- 
pean bourses yesterday, 
writes Philip Coggrn. 

The latest sign of distress 
in Asia came in Malaysia, 
where shares in the Sime 
Darby conglomerate were 
suspended at the company's 
request 

Speculation about bad 
loan losses at the company's 
80 per cent -owned unit Sime 
Bank, sparked a sell-off 
before the suspension. 

Later on. Bank Negara, 
Malaysia's central bank, said 
that Bank Sime, one of the 


country’s biggest 10 banks, 
needed $300m of fresh capi- 
tal injected, that Bank Bumi- 
putra could require around 
$200m and that two further 
finance companies could 
require fresh funds. The 
Malaysian stock market 
closed before the central 
bank's statement was 
released. 

While Bank Negara added 
that the problems were lim- 
ited to four institutions, a 
break down in the SE Aslan 
financial system has been 
one of the biggest fears for 
investors in the region. 

The recent data showing 
rapid Indonesian inflation 
and a slump in South Kor- 


Dow drifts 
lower after 
bonds sell-off 


AMERICAS 


US stocks drifted lower in 
morning trade as bond 
prices fell steeply on con- 
cerns over economic growth, 
writes John Labate in New 
York. 

By midsession, the Dow 
Jones Industrial Average 
had lost 12.70 to 8,637.75, 
while the broader Standard 

& Poor’s 500 index was off 
less than one point at 
1,046.92. The technology- 
weighted Nasdaq composite 
index was 7.30 lower at 

I, 751.24. 

"Economic statistics have 
been coming hot and heavy 
lately," said Hildegard 
Zagorski, stock market ana- 
lyst at Prudential Securities. 
A reported surge in housing 
starts for January helped 
spread alarm in the morning 
bond market 

The news sent bond prices 
plummeting and yields soar- 
ing. By midday the bench- 
mark long bond was down {J 
to 100%, lifting the yield to 
6.069 per cent 

Banking stocks were 
mixed as bonds weakened, 

J. P. Morgan fell Si A to 
5122%, but Chase Manhattan 
gained, adding $£ at $124'/a. 

Another worry to the mar- 
ket is one of its leading sec- 
tors - semiconductors. 
Thomas Kurlak, semiconduc- 
tor stock analyst at Merrill 
Lynch said in a morning 
conference that he expected 
"new lows in semiconductor 
stocks over the summer 
months and Into the fall" 
due to problems with orders 
and capacity. 

Intel, the Industry leader, 
fell $2% to $85V4. while Texas 


Instruments lost $2*4 to 
$53%. 

Other computer sectors 
were also weaker, sending 
the Pacific Stock Exchange's 
technology Index down 3.21 
to 330.46. Compaq Computer 
was down $l£ to $29$ after 
Merrill Lynch cut its 1998 
earnings estimate. 

Ford Motor climbed $1A to 
$57% after Standard & Poor’s 
affirmed Its credit rating. 

In the transport sector, US 
Airways surged $2% to $66% 
after Merrill Lynch raised its 
rating to a near-term "buy". 

Steel producer LTV slid $A 
to $12A after analysts at 
Morgan Stanley downgraded 
its shares to a "neutral" rat- 
ing. 

Among retailers, Feder- 
ated Department Stores 
climbed $1A to $47A after 
the company’s results tapped 
analyst forecasts. Dayton 
Hudson also rose $1% to $79 
after it reported its earnings. 

The Russell 2000 index of 
small company shares was 
down 1.10 to 480.44. 

TORONTO called a halt to 
its seven-day winning 
streak, pulled down at mid- 
session by a steep drop in 
the gold sector. *Ihe TSE-300 
composite index dropped 
33.97 to 7,079.13 in hefty vol- 
ume of 54.8m shares. 

Among the market sub- 
indices, gold and precious 
metals fell 2.6 per cent, while 
financials were almost 1 per 
cent lower. 

Shares in aircraft and com- 
muter train manufacturer 
Bombardier rose C$1 to C$31 
in brisk trade after the Que- 
bec-based group won a 
C$2bn train contract from 
Britain’s Virgin Rail 


Sao Paulo stays cautious 


SAO PAULO was fiat as 
optimism over a possible 
decline In interest rates was 
offset by the mixed perfor- 
mance in Aslan markets and 
caution following the mar- 
ket’s 2.6 per cent rise on 
Monday. 

The Bovespa index fell 34 
to 37,875. The Central Bank's 
monetary policy committee 
is scheduled to meet today to 
review interest rate levels. 
Brazil’s prime lending rates, 
currently at 34.5 per cent are 
expected to fall to around 30 
per cent, and trading could 


be subdued ahead of the 
meeting. 

MEXICO CITY fluctuated 
in a narrow range after five 
consecutive days of gains. 
The IPC index rose 9.03 to 
4,859.77 as investors were 
weary of profit-taking. 

Telefonos de Mexico fell 
0.1 pesos to 22 pesos after a 
rally earlier in the week. 

SANTIAGO edged up as 
the favourable mood trig- 
gered by firm corporate 
earnings results on Monday 
continued. The IPSA Index 
rose 0.49 to 100.64. 


Malaysia 
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ean industrial production 
had already indicated that 
the full economic impact of 
last year's currency and 
stock market meltdown has 
yet to be seen- 


In the US, a 10.3 per cent 
jump in new home sales in 
January sparked a sell-off in 
Treasury bonds (with the 30- 
year yield edging back over 6 
per cent in early New York 


trading) and caused share 1 ? 
on Wall Street to open lower. 

Such evidence of a strong 
housing market may make 
traders nervous ahead of the 
publication of the non-farm 
payroll report on Friday: the 
market consensus had previ- 
ously assumed that US inter- 
est rates bad peaked. 

All this meant that shares 
inched lower in Paris and 
Frankfurt but bourses in 
Madrid. Milan and Vienna 
managed to reach all-time 
closing peaks. 

Although Wall Street and 
most European markets 
have repeatedly been chalk- 
ing up all-time highs, it is 
bard to find many analysts 


making bearish calls. 
"Global equities have 
returned 3 per cent in the 
year to date, outperforming 
bonds by .3 percentage 
points.” says the Goldman 
Sachs strategy team in a 
new note. 

"Despite the strength of 
the rally, we are staying 
overweight equities versus 
bonds. The biggest risk to 
equities is a sell-off in bonds 
and we do not see this hap- 
pening ne3r terra. 

“As long as bond yields 
stay low. earnings growth 
will probably be sufficiently 
strong and equity valuations 
are sufficiently reasonable to 
stay overweight equities.” 


EMERGING MARKET FOCUS 

Seoul recovery 
may lack heart 


Dax falls from record high 


EUROPE 


Wall Street's early weakness 
and profit-taking after the 
market's ascent to Monday's 
reco rd high pulled FRANK- 
FURT back in late electronic 
trading. At the close the 
Xetra Dax index registered a 
fall Of 22 at 4,759.62. 

Banking shares were 
firmer as rumours about 
consolidation in the sector 
resurfaced. 

Deutsche Back picked up 
85pfg to DM126.60 after it 
was linked with J.P. Morgan 
on Monday night In merger 
speculation on Wall Street 

Dresdner Bank was DM1.17 
firmer at DM85.49. 

Insurer Allianz was 
marked down DM14 to 
DM573 after Monday even- 
ing's anno uncement of plans 
to increase its capital by 
DMSbn to fund its planned 
takeover of France's AGF. 

Preference shares in lux- 
ury carmaker Porsche closed 
DM26 firmer at DM3.410 after 
It revised profits and sales 
figures upwards and said it 
was in talks to build a sports 
utility vehicle. 

Preussag jumped DM35.40 
to DM 632.45 after the com- 
pany said a group in which 
it owned a stake had found 
oil in Ecuador and Tunisia. 

PARIS ignored the stran- 
ger dollar and moved lower 
through most of the session 
on selective profit-taking. 
The CAC 40 index ended off 
32.63 at 3,414.87. 

Cap Gemini and SGS- 
Thomson reversed their 
recent strong run, sliding 
FFr36 to FFr673 and FFr25.70 
to FFr42&30 respectively. 

Renault, off FFr9.50 at 
FFr198.40, fell foul of bottom- 
of-the-range French car reg- 
istrations for February. 

BNP came off FFr4.70 at 
FFr387.40 ahead of tomor- 
row’s results. Air Liquids, 
which reports on the same 
day, retreated FFr21 to 
FFr956. 

TV leader Canal Plus was 
a rare strong spot, jumping 
FFr46 to FFr1340 on hopes 
of bumper soccer World Cup 
returns. Michelin added FFr6 
at FFr385 after Morgan Stan- 
ley raised its target price 
from FFr380 to FFr460. 

Usinor put on FFTX.40 to 
FFr93.80 helped by the 
improved sentiment for 
European steel stocks and 
the upturn at Dutch rival 
Hoogovens. 

AMSTERDAM unwound 
initial gains in quiet trading. 
DSM, boosted by recent 
upbeat results, continued to 
gain ground, adding FI 1.30 
to FI 210.50. Hoogovens 
stayed firm ahead of Fri- 
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day’s results with a rise of 40 
cants to FI 106.40. 

But the broad trend was 
dictated by the profit- takers, 
and at the close the A£X 
Index was off 10.44 at 
1.07927. 

Technology-related stocks 
were notably dull, with Phil- 
ips sliding FI 4.90 to FI 155.90 
and ASM Lithography fall- 
ing FI 7.80 to FI 182.20. 

Olivetti .. 

Stars price aid Index (retimed) 
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recovered from last year's 
discount to the SMI index 
and were now trading at a 
double-figure premium. 

Profit-taking hit second 
tier company Georg Fischer, 
sending the shares down 
SFrSO to SFY2.539 in spite of 
the company's 46 per cent 
rise In 1997 net profit. 

MILAN edged up, with the 
Mibtel index adding 121 to a 
record 20,504. Olivetti, which 
announced on Monday it 
would sell Olsy. its computer 
sen-ices unit, to Wang Labo- 
ratories of the US. gained 
L21 to LI .979. 

Olivetti's shares have 
more than doubled since the 
start of the year. 

Analysts regard the deal 


as an important part of its 
strategy to transform itself 
from a high-technology 
group into a telecommunica- 
tions company. 

OSLO firmed on reports of 
a merger between Norway’s 
third-largest commercial 
bank and a mortgage lender. 
The Total share index rose 
7.53 to 1.284.01 on buying by 
foreign investors. 

Focus Bank, a commercial 
bank, said it bad resumed 
merger talks with BNbank 
that had been abandoned 
last year. BNbank jumped 
NKr27 or 15 per cent to 
NKr2G0. Fokus. however, 
declined NKr3.50 to NKr64. 

Written and edited by Michael 
Morgan, Jeffrey Brown, Emiko 
Terazono. Peter Hall end Paul 
Gregan 

SOUTH AFRICA 

Johannesburg was lower for 
the first time in five sessions 
as profits were booked in 
some h anking and insurance 
issues. 

De Beers recovered from a 
low of R96.50 to close 70 
cents higher on the day at 
R99.20 as the market 
digested its annual results. 

The overall index lost 44.4 
at 7,122.3. industrials fell 23.4 
to 6.324.1 and golds tumbled 
3.3 per cent to 785. 


The Seoul bourse has 
become the darling of over- 
seas investors in spite of 
South Korea's economic 
problems, with foreign net 
buying in February reaching 
a record monthly high of 
Won2.l8Gbn (SMbii). 

The enthusiasm is likely 
to continue with foreign 
institutions piling into the 
market in the wake of the 
hedge funds that sparked the 
rally in January- 

The Seoul bourse has 
climbed nearly 50 per cent 
this year and analysts pre- 
dict the index could soon 
reach 650, up from yester- 
day’s close of 570.39. 

“For investors in emerging 
markets. Korea and Thai- 
land are attractive because 
they see progress on eco- 
nomic reforms absent else- 
where." said Charles Brock, 
Asia director for For- 
eign & Colonial Emerging 
Markets. 

Other favourable factors 
include cheap asset prices, 
the stabilisation of the won 
after a sharp plunge last 
year, and current account 
surpluses for four consecu- 
tive months after years of 
deficits. 

A decision in early Febru- 
ary by Morgan Stanley to 
double its Korea weighting 
in its emerging market index 
has given an additional fil- 
lip. 

“We predict the MSCI 
[Morgan Stanley Capital 
International index] could 
bring another Won7,5Q0bn 
into Korea and we have seen 
only Won2.000bn of that," 
said Richard Samuelson, 
branch manager for SBC 
Warburg Dillon Read in 
Seoul. 

But worries remain that 
the recent market recoven' 
is fragile, “The sell-off will 
begin as soon as the foreign 
inflow stops,” said Mr Brock. 

Foreign Investors, mostly 
hedge funds, have already 
sold Wonl.600bn of shares 
and domestic investors have 
taken advantage of the for- 
eign inflow to unload stocks. 

Favoured shares among 
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foreign investors, including 
Samsung Electronics, Sam- 
sung Display Devices and 
Korea Electric Power, are 
becoming too expensive, 
while many others are con- 
sidered too’ risky because of 
looming solvency problems 
among Korea's debt-heavy 
companies. 

Analysts believe investors 
might start pocketing earn- 
ings if the currency appreci- 
ates further over the next 
few months because of for- 
eign exchange gains on top 
of a rise in share values. 

Any signs of economic 
reforms stumbling or nega- 
tive public reaction to Indus- 
trial restructuring will 
dampen the sentiment that 
has driven the market. 

“We are seeing momentum 
investors coming into the 
market and these are the 
ones that would be quickly 
scared by riots, strikes or 
bankruptcies,” said Mr 
Brock. 

The poor state of corporate 
finances is a lingering con- 
cern among foreign inves- 
tors. with the possibility of a 
credit crunch later this year 
that could sent more indus- 
trial groups to the wall. 

There has already been a 
sharp divergence in the 
share prices of creditworthy 
companies and financially 
weak ones, said Lee 
Keunmo. research head at 
ING Barings in Seoul. 

John Burton 
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Merger partners Pakhoed 
and Van Ommeren faltered, 
dipping FI 1,50 to FI 70.10 and 
FI 2,20 to FI 83.90 respec- 
ti vely. 

ZURICH called a halt to its 
four-day record-setting rally 
as investors judged the time 
right for profits to be taken. 

The SMI index picked up 
from a low of 7,218.1 to close 
13.5 easier at at 7,259.5. 

Against the trend, Novar- 
tis, which saw strong foreign 
demand, ended up SFr23 at 
SFr2,749, but Its rival. Roche, 
succumbed to the trend 
towards weakness with a fall 
of SFT120 to SFfl.7,320. 

Derivatives-related selling 
was said to be behind a 
SFr40 fall in Schindler to 
SFrl.890. 

Nestle also lost ground, 
closing SFrSl lower at 
SFr2,605 after the SFr66 
surge in the previous ses- 
sion. Bank Baer cut its 
recommendation on the food 
group saying the shares bad 
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Jakarta rises on stability hope 


ASIA PACIFIC 


Optimism over the govern- 
ment's efforts to stablise the 
economy sent JAKARTA 4.4 
per cent higher. The compos- 
ite index closed up 21,96 at 
518.69, also spurred on by 
hopes that the IMF and the 
US would agree to Increase 
the $40bn rescue package. 

Expectations that Presi- 
dent Suharto would be re- 
elected fuelled speculative 
buying of companies with 
links to his family . 

Biman tara Cltra, the diver- 
sified holdings concern, rose 
RplSO to Rpl.100 while Citra 
Marga Nusaphala, a toll-road 
operator, gained Rp75 to 

Rp7Q0. 

TOKYO edged back on 
profit-taking after Its four- 
day rally, writes Bethem Hut- 
ton in Tokyo, 

Earlier exuberance was 
damped by growing scepti- 
cism about the possibility of 
using funds from the postal 
savings system to prop up 
the stock market 

Hints about that possibil- 
ity had driven the Nikkei to 
a four-month high on Mon- 
day. However, there is still 
strong pressure for the index 
to move closer to the 18,000 
level over the next three 
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weeks. The Nikkei 225 aver- 
age drifted down 96.01 to 
close at 17,168.33, after trad- 
ing between 17,325.67 and 
17,062.74. 

The broader-based Topix 
Index dipped 0.87 to 1,296.10 
while the capital-weighted 
Nikkei 300 slipped 0.77 to 
255.72. 

The steel sector fell 1.3 per 
cent after its recent strong 
gains, and the transport 
equipment sector - domi- 
nated by car makers - 
dropped 1.2 per cent after 
the release of poor sales fig- 
ures for January, and 
reports that several leading 
car makers were scaling 


back production because of 
low demand. Toyota fell Y40 
to Y3.450, Nissan Y13 to 
Y54I, and Honda Y10 to 
Y4.340. 

Japan Airlines, Japan’s 
main international airline, 
rose 2.6 per cent In heavy 
trading after a newspaper 
article on JAL's largest indi- 
vidual shareholder, Eitaro 
Itoyama. 

Mr Itoyama la calling for 
the resignation of JAL’s 
chairman and president, and 
proposing himself for a place 
on the board. 

He was also quoted as say- 
ing that JAL’s share price 
was undervalued. Yester- 
day's rush of buying came 
mainly from small investors. 
JAL closed up Y19 at Y512. 

Volume shrank to around 
600m shares, from 635m on 
Monday. Faffing shares out- 
numbered gainers by 597 to 
532, with 151 unchan ged. 

KUALA LUMPUR was hit 
by rumours which led to the 
suspension of trading at 
Sime Darby. 

The blue chip requested 
the suspension after a fall of 
24 cents to M$4-20 in heavy 
volume of 8.6m shares on 
talk of substantial losses at 
the group's banking arm. 

The h anking sector moved 


lower. May bank came off 40 
cents to MS13.80. The com- 
posite index lost 12.09 or 1.6 
per cent to 733.03. 

SINGAPORE drifted lower 
In fairly directionless trade. 
The Straits Times index 
ended off 17.76 or 1.1 per 
cent at 1,592^8. 

Losers outstripped gainers 
by 340 to 66. Electronics 
group Venture jumped 50 
cents or 8.5 per cent to S$6.35 
ahead of this month’s results 
statement 

BOMBAY retreated 3.4 per 
cent as preliminary results 
of the general election 
pointed to a disparate coali- 
tion government, which 
suggested that the country 
faced a further period of 
uncertainty. 

The BSE-30 index finished 
126.61 lower at 3,646.00, up 
from an Intra-day 3,600.06. 

HONG KONG was lifted by 
gains in HSBC after a bumpy 
session that offered little 
news to trade on. 

The Hang Seng Index ral- 
lied 106.62 to 11,425.46 in 
turnover that shrank to 
HKS7.5bn. 

HSBC, strong In London 
overnight, jumped HKS5 to 
HK$226, accounting for 64.83 
points of the Hang Seng’s 
rise. 
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sian-critical ET systems^. 

Similarly. Gscq v wtuds aEneacfy 
dominates thy ftrfr M n ud 1 am ftn - rr 
and rooter market is now taigefc- 
mg thp- amaU hnrenewa . azxd Jujube 
market s awif firinTs m h nnu m fr 
sear roadmap- pmy« ftoai a new 
low-coat “tenSy? doe to Ewe 
launched next month. to its, 
■Merced Etijgh.-mid: 8 xaSero- 
proceasoEr now trader dtevefop- 
mexxt. -••■. 

MeanwMfe. Sfrexosoffe Is w£ 
satisfied with i finamartnie tatfc 

ffa* desktop- PC epeEataag system 
and office agglteation. mariteta. 
Wxth the tntrodnetBMgggitoWS^- 
daws CE aaod Wiadbsm 1 ST squ- 
aring systems^BStexosaa Mens 
it can pr ov f c te the; aafewe? bCbcE- 
forra tor esngythSsig: fiats: ae&iWp 
television boxes aszd tanteW 
P Cs, ri g ht, up to b^fewwfltebiBCy 
clustered curpmate senierSk 

Hfeft™*theagdeafefeaiflxiwuig 
conviction among- IT intostry 
Ieaders r indSariBag Eckte ftgfidE - 
fer, Compaq's cfiief eaa eu t fcv ev 
that their &% corporate custaa- 
os want to -fltandKdte on a 
ited TrmnhKgr nf sng pHpr s adEflg to 
deliver a full range of products 
and services. 

For Compaq, the propose d Dfg ir 
tal purchase follows toe- efflnpfe- 
t fnri of last year's acrpgBiftflg of 
Tandem Computer winch, manur 
factor es large- mainframe 
machines or ' e n te r p rise servers^. 
One key advantage- of the comhf- 
nation wfll he that it places Coni' 
paq in a commamEiig podtant in- 
the Erigh-growth niartet fibr com- 
puter servers n amin g Sficrtwrftfff 
Windows NT o^ratirtg- system; - 
one of the fteest-gxow&ag seg- 
ments of the FT industry. 

Mr Pfeiffer said at the time of 
the ann auncaPEant in late Jannr 

ary that cementing: a closer part- 
nership with. Microsoft was a 
“highlight" of the agreement. 
Although. Compaq, has Drag 
enjoyed dose coDaboeation wflh 
Microsoft, “we had always been 
looking over our shoulder to see 
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Remarkable new deals are determining the shape of enterprise computing for the next 
decade and creating an elite group of industry leaders, writes Paul Taylor 

Building the new IT landscape 


what Microsoft was doing with 

Steedr” I» mi. 

Now^ Andreas Barth, in charge 
«C Compaq's European 
ggnafiom adds that the Digital 
(fed l “Will accelerate Compaq's 
vSraam of becoming a global 
teete r in enterprise computing 
aoflatfens". 

- Snefc dreams are not new: in 
t&e T3R0S and, early 1980s, IBM 
grew Big and fat pr oviding a "ane- 
stqf^&sp’ to satiMy orgaxdsa- 
tfiacsr csmpatmg reqphwnatts - 
it was the qpftrtB SS Hatia l enter- 
pgft» w company- Bu t IBM’s cus- 
tomers eventually rebelled 
agriroti the group's ma rk et donti- 
rmnim- driving it into the huge 
1 oases, and restroctaring costs 
thac are now part of IBM folklore. 

Pfemea^hefess, aftw ffirting with 
sctcafied epen systems and Strug- 
gfirrg ' the problem erf inccan- 
pstaffity associated with using 
ecgjdpuaast bom a wide range of 
vendors, many companies and 
otter orgaiosarions have begun 
ftf ft in g r companies sudEi as Com- 
paq. a wvC Gfeco that they want to 
Barm hack towards relying on 
just one — or perhaps two - main 


Few, ff any. big companies 
o p erate today in a straigbtfbr- 


envtromnent- Most rely on a 
hetoxpotch of data processing 
ami network equipment, operat- 


ing systems and application soft- 
ware, stitched together. 

As John Chambers. Cisco's 
chairman and chief executive, 
notes, customers are increasingly 
demanding that information tech- 
nology suppliers provide a full 
range of products and an inte- 
grated package of services. A for- 
mer IBM employee himself, Mr 
Chambers says customers want 
the type of comfortable relation- 
ship that they once had with 
IBM, but without the arrogance 
and high-priced proprietary tech- 
nology that were once associated 
with doing business with ‘Big 
Blue'. 

Cisco’s customers told him 
they wanted the networking mar- 
ket leader “to make its products 
work even better together than 
they do today", that they wanted 
Cisco to be able to design the 
network and help to solve prob- 
lems across the network, and per- 
haps, most importantly, to help 
them focus on those business 
activities where they could 
recoup their investment. 

The factors driving this shift 
back towards centralised control 
are straightforward. Among 
them, ever-shortening IT product 
life cycles mean that many corpo- 
rate IT departments simply can- 
not keep pace with changes. As a 
result, IT users are increasingly 
dependent on their suppliers or 


outsourcing specialists such as 
EDS or Computer Sciences Cor- 
poration - which is itself the sub- 
ject of a hostile take-over bid by 
Computer Associates, the busi- 
ness software group - to design, 
install and manage their internal 
systems. 

In the networking sector, 
systems are becoming extremely 
complex at a time when skill 
shortages are getting worse - in 
part because of the demands of 
year 2000 computer date conver- 
sion problem. 


T oday's desktop PCs and 
PC servers are, in them- 
selves, highly complex, 
difficult to manage and 
costly to configure, in terms of 
manpower. As Paul Mason, an 
analyst with International Data 
Corporation, noted recently. “The 
client/server revolution has 
brought with it many benefits, 
including easier access to data, 
rapid response to new business 
initiatives, and greater ease-of- 
use for the user. But it has also 
introduced a set of problems or 
its own because the greater level 
of complexity Involved has 
reduced reliability, maintainabil- 
ity and availability below the lev- 
els that were typical of main- 
frame applications." 

These handicaps also mean 
that IT systems and applications 


software fail to deliver their fiill 
value - and business managers 
are often unaware of the root 
cause of the shortfall. Another 
result of this complexity is that 
the size of IT departments has 
bad to expand dramatically to 
cope with system problems and 
help-desk requests. 

Companies and their IT depart- 
ments have responded to these 
challenges by investing increas- 
ing large sums in distributed sys- 
tem and network management 
tools which are designed to 
restore the balance between cen- 
tralised and distributed systems, 
and return control to IT manag- 
ers. 

Estimates for the size of the 
worldwide market for manage- 
ment tool software vary substan- 
tially. The market - including 
mainframe ma n agement software 
- is probably worth between 
¥6bn and $7hn a year and is grow- 
ing rapidly. Within this, the mar- 
ket for distributed management 
tools is probably worth more 
than $2bn. fuelled, in particular, 
by the growing use of distributed 
systems and Windows NT. 

Meanwhile, some of the IT 
industry’s most important cus- 
tomers, such as financial services 
companies, are under growing 
pressure to speed up develop- 
ment cycles and speed up time-to- 
market. They cannot afford to 


spend time evaluating new 
systems and sorting out incom- 
patibilities. They want the latest 
technology - and they want it to 
work immediately. 

But perhaps most importantly, 
many companies are beginning 
to take a broader ’holistic’ or 
‘enterprise-wide’ view of their IT 
Operations. They are re-integrat- 
ing departmental networks that 
have grown up over the years 
and hooking together geographi- 
cally dispersed sites and the 
wider Internet. 

Fuelled by the phenomenal 
growth of the Internet and the 
widespread adoption of stan- 
dards-based Internet technolo- 
gies, they are building intranets 
and extranets to tie together 
their internal operations and 
those of their suppliers and cus- 
tomers - and to provide a base 
for conducting electronic com- 
merce. 

But to minimise the risks asso- 
ciated with such projects, they 
are looking for ‘end-toend’ equip- 
ment suppliers that can provide 
them with the all the network 
‘plumbing’ - the hubs, bridges, 
routers and switches - and the 
network management software 
they need to build and run their 
systems. 

Overcoming geographic con- 
straints and managing complex 
manufacturing and logistics 



Before you let a 
company connect 
your business to 
the Internet, 
ask yourself. 
Who connects them 
to the Internet?" 


operations are two factors that 
are driving the remarkable 
uptake of ‘enterprise resource 
planning’ (ERP) software, such as 
that supplied by Baan of the 
Netherlands and SAP of Ger- 
many. 

ERP software is used by com- 
panies to manag e and plan busi- 
ness functions from order-pro- 
cessing to manufacturing and 
from accounting to personnel. 
The market is growing at about 
35 per cent a year, a rise that 
partly reflects the globalisation 
of international business and the 
premium this has placed on IT 
systems that enable managers to 
control sprawling empires effec- 
tively. 

SAP - with a market share of 
more than 60 per cent - is far 
and away the dominant player in 
a specialised software arena, 
where total sales were worth 
about SlObn last year. Baan is a 
much smaller player, but last 
year’s growth gives it 13 per cent 
of the market and ranks it num- 
ber three in the world behind 
SAP, and Oracle of the US, but 
ahead of US rivals such as Peo- 
pleSoft and JD Edwards. 

Among other factors driving 
demand higher are moves by 
companies to control escalating 
FT costs, the shift from propri- 
etary mainframe systems toward 
industry standard hardware and 
client/server systems built 
around the Microsoft Windows 
NT operating system, and the 
so-called ‘millennium bomh' 
which has encouraged many 
companies to buy software rather 
than adapt existing packages. 

Recognising the growing 
importance of this software seg- 
ment, the new industry leaders, 
including Microsoft and Compaq, 
have formed close partnerships 
with ERP vendors. Indeed, 'stra- 
tegic' partnerships - as an alter- 
native to mergers and acquisi- 
tions - are another characteristic 
of the emerging Cisco-Compaq-In- 
tel-Microsoft axis. 

Nevertheless, the new would-be 
leaders of the revisited enterprise 
computing revolution in the late 
1990s will need all their skills to 
stay ahead in a market which is 
also undergoing tremendous 
structural, regulatory and tech- 
nological changes. 

As IDC’s analysts noted 
recently: “This wifi be one of the 
most critical years yet for the IT 
industry and IT users. The indus- 
try is poised on the brink of a 
revolutionary change in struc- 
ture with the advent of network- 
centric computing and the battle 
hotting up between NT and Unix, 
on the one hand, and Wintel 
(Microsoft Windows/Intel stan- 
dard) and Java (Sun Microsys- 
tems’ innovative programming 
language) on the other.” Then 
there is “the double whammy of 
the TniUpnninm bomb and Euro- 
pean monetary union - and as if 
that were not enough, 1998 is also 
a critical year in the convergence 
process with the deregulation of 
the European telecoms industry 
beginning in earnest”. 

Set against this backdrop, it 
seems likely that the transforma- 
tion of the IT industrial land- 
scape has only just begun. 


Update on the PC and server 
markets: see pages 4 to 6. 


If the answer is Cisco, 


your network service 
provider uses products 
and technology respon- 
sible for bringing die 
Internet to business: In fact, today’s Internet is 


Nerwork“ service providers showing the 
Cisco Powered Network mark are equipped 
to support you with everything to meet your 
nerworidng needs. 

Look for the Cisco Powered Network 
mark or visit our Web site at www. dsco.com 


built on Cisco equipment. 


Whether it’s Internet access, ATM, frame 


relay or other data services, Cisco Powered 


to find out more about 
partidpating network 
service providers. 


tmt s««« 


illih Mill!,.. 


Empowering the 
Internet Generation** 
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The hostile $9.8bn bid for Computer 
Sciences, the California computer 
services group, prompts a swift defence 


Computer Associates’ 
bid rocks IT industry 


Whether successful or not. Computer 

Associates' hostile bid for Computer 
Sciences has begun another volcanic 
re-structuring of the industry. 

like the takeover last month of 
Digital by Compaq Computer, this 
$9bbn bid puts more pressure on IBM. 
CA, the fourth largest software 
supplier in the world, competes mainly 
with IBM in the systems software 
sector, while CSC competes with IBM. 
EDS and Andersen Consulting in the 
outsourcing and systems integration 
sector. 

CA has a market capitalisation of 
S26bn against CSC's $5.4bn and profits 
of $366m on turnover of $4bn, 
compared to CSC's $192M profits on 
turnover of $5.6bn. 

The predator has made more than 70 
acquisitions but this is by far its 
largest bid, as well as its first move - 
contrary to its stated growth plan - 
into computing services and its first 
major hostile bid. Analysts have seen it 
as principally an attempt by CA to 
harness consulting and systems 
integration s kills to sell more of Its 
software and encourage its users to 
migrate from old to newer products. 

The difficulties of installing complex 
systems management and network 


management tools have become 
increasingly apparent. When CA talks 
of wanting to provide “end-to-end 
solutions*' it is referring obliquely to 
the troubles that users are having with 
much of the latest software. 

CA hoped to use Digital as a 
principal systems integrator for its 
Unicenter systems management 
flagship, thereby countering IBM 
Global Services as the chief support 
operation for IBM's rival, Tivoli. But 
with the takeover of Digital that 
prospect faded and CA was left with a 
gap in its forces. 

CSC dismissed CA's offer, saying it 
did not offer lair value for the 
company, made no business sense, 
would spoil its credit rating and 
undermine its impartiality in advising 
clients. It said it would use every legal 
means to defeat the bid, but CA 
responded that tt intended to proceed. 
CSC then began a lawsuit, alleging that 
CA used illegal inducements to try to 
acquire the company cheaply. 

CSC bad been in search of a partner 
for more than a year and clearly needs 
a fresh strategy, as its European 
growth rate has been slow' compared to 
other outsourcing companies. It has 
also suffered an outflow of senior 


managers in Europe. 

A number of its large contracts are 
coming up for renewal in the next 
couple of years and analysts suggest 
that users will drive much harder 
bargains in their second contracts than 
they did when they first outsourced. 

Other bidders could be about to enter 
the field. CSC would clearly be a good 
fit with any of the top outsourcing 
companies, but offers could well come 
from other directions, too. 

CSC. which has large contracts with 
US federal agencies such as the 
National Security Agency and the 
Central Intelligence Agency, will be 
looking for a 'white knight’ to rescue it 
from CA, while CA tries to win over 
CSC's big fund manager investors, 
emphasising that the bid represents a 
17 per cent premium on CSC’s share 
price before the offer was made. 

Some analysts have questioned 
whether CA would be capable of 
running a consulting business in which 
people are more important than 
products. CA has said it wants to 
retain CSC's staff, but it has a record of 
tough rationalisation of acquired 
businesses. Some people could be made 
redundant, while others could leave of 
their own accord. 


Costs rise on year 2000 issue 


The projected cost of coping 
with the year 2000 date 
change in the UK has risen 
to £3l.Sbn from the £23bn 
forecast last autumn, accord- 
ing to an index run by Cap 
Ge mini , the systems consul- 
tancy. 

The main reason for this 
increase in defusing the 
SO-Called * mfflenninm bomb’ 
is that companies are still 
adjusting their budgets as 
they discover other systems 
which will need attention, 
says John Cotterell, director 
of CAP Gemini’s year 2000 
programme. 

The issue could trigger 
another global recession, 
warned Martyn Thomas, for- 
mer year 2000 director for 


Deloitte Consulting, in a 
recent letter to the Financial 
Times. “Against a back- 
ground of increasing com- 
puter system failures, what 
assets will Investors want to 
hold? How soon will the 
rational investor want to 
escape?" he questioned. 

The computer industry is 
increasingly accusing gov- 
ernments worldwide of fail- 
ing to take the issue seri- 
ously enough. At the same 
time, it is targeting its effort 
at getting governments to 
postpone measures which 
would add to the burden on 
systems developers during 
the struggle to defuse the 
millennium bomb. 

The most extreme of the 


demands has been the post- 
ponement of European Eco- 
nomic and Monetary Union, 
But since the argument has 
come mainly from the UK. 
which has opted out of the 
first round of Emu. and has 
come in any case far too late 
to stand any chance of suc- 
cess, the campaign has 
shifted focus to other 
schemes that could be put 
off. 

In both the US and Europe 
there have been calls for 
postponement of all systems 
projects until after the crisis 
is resolved. The UK govern- 
ment has been asked by the 
pressure group, Eurim, to 
review all legislation for its 
possible impact on the year 


2000 crisis and to consider 
postponing measures which 
could interrupt that effort 

These range from national 
health service reforms to the 
setting up of the Financial 
Services Authority and the 
new Data Protection Act. 
Some private companies 
have begun to cancel IT pro- 
jects and even drop whole 
areas of business. 

The biggest problem in 
tackling the issue is the 
worsening shortage of 
skilled staff, highlighted by 
almost all commentators. 
The Confederation of British 
Industry has urged UK com- 
panies to share their exper- 
tise and experiences to make 
the most of scarce resources. 


Things they never tell you when you buy enterprise software. 



Want to make a change? 
Go ahead, fry to run with it. 


So, you have a new idea. Just see bow last you can 
implement it with most enterprise software. Your first step 
is likely to be paying for programmers to wade through 
* complicated mess of cryptic code. Sound hke a speedy 
proposition to you? Chances art, it’ll take months. And the 
software you bougjx to move your buancs ahead actually ends 
Up slowing you down. 

With JD. Edwards, its different Our software is actually 
designed to change. So you can make a ample business 


mnvr» wit brail rrraring a Twktining y ii l j , kTnBT r.fV change 

your technology without disrupting your business. 

How? One version of our software worb across key 
platforms. Windows NT, UNIX, AS/400 —even the 
Internet So when you need to nuke a change, you only need 
to do it once. Which makes you nimble enough to react to any 
opportunity. .Quickly and easily. That’s bow enterprise 
software ought to be. To find out more, call 0118 909 1700 
or visit www.jdedwardscom. 


IPEdwards 

Enterprise Software 

How it ought fo be" 
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Results boost UK software 


A crop of sparkling annual 
results has boosted the UK 
software industry and 
ensured the launch of a sep- 
arate IT sector on the Lon- 
don Stock Exchange next 
year. 

This wiU also increase tbe 
likelihood of Misys, the larg- 
est UK software company, 
joining the FTSE 100 top 
companies and thereby rais- 
ing the profile of the whole 
software industry among 


investors and Tuna manag- 
ers. 

This, in turn, could help 
the aspirations of the top 
UK-listed software compa- 
nies to make acquisitions in 
foreign markets. Logica. 
Sema and Admiral are all 
looking to do so. 

Logics raised profits by 46 
per cent to £15.6tn on turn- 
over also up 46 per cent to 
£216.om. 

The Anglo-French Sema 


Group was outshone by Log- 
ics but put in a creditable 
performance with profits up 
28 per cent to £64-lm on 
turnover up 22 per cent to 

£1.Uul 

Admiral lifted profits by 
56 per cent to £17.5m on 
sales up 29 per cent to 
£117. 2m. Capita Group had a 
49 per cent rise in profits to 
!l3.3m on turnover up 64 
per cent to £172.9m. 

With its share price 


helped by these strong 
results, Misys looks likely to 
became the first software 
company to he elevated to 
the UK's tig) 100. It s the 
world leafier in hanking 
systems, eqjcffang a short- 
age of coaffpettttns -because 
It has bought most ' of them. 

Trip only tfisraffdant iwte 
for the UK software busi- 
ness this munXh was the 
halving; -of rffiA’s sSim® price 
after a profits warring. 


How high tech sectors outperform 
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. RESEARCH DIGEST 

Most companies 
lack information 
management plan 

Only 39 per cent of related companies last year. 


companies have an informa- 
tion management strategy', 
although 66 per cent regard 
it as a business-critical issue, 
according to a survey by the 
organisers of the ‘Softworld 
for Information Manage- 
ment' event in the UK. 

The lack of a strategy may 
result from a failure to make 
one department responsible. 
IT staff generally believe 
they are in charge of infor- 
mation management, but 
finance and marketing staff 
believe the same. Nor are 
companies clear about what 
elements should be included 
in the strategy. 

Most companies saw rela- 
tional databases as the key 
component, followed by the 
Internet, but many included 
information retrieval tools, 
data warehousing, document 
management systems and 
other types of technology. 

Big rise in 
mergers and 
acquisitions 

Mergers and acquisitions 
in the UK IT industry shot 
up 2fi per cent to 532 last 
year, reports Regent Associ- 
ates. This is the biggest rise 
in ten years, says Peter Row- 
ell, chief executive. 

Of these deals. 123 were 
carried out by US compa- 
nies. a 48 per cent increase, 
but there was a 95 per cent 
increase in tbe number of 
overseas acquisitions by UK 
companies, including the six 
largest cross-border pur- 
chases. Around half of the 
total came in the software 
sector. 

The biggest increase in 
takeovers affected people- 
based businesses, reflecting 
intensifying skills shortages. 

More money for 
IT start-ups 

A study by Price Water- 
house shows that the high 
level of investment in infor- 
mation technology start-ups 
is continuing. 

US venture capital poured 
$8.5bn into new technology- 

IT diary 

□ March 19-25: CeBit ’98, 
Hanover. Germany: vast 
international trade Fair with 
more than 7,000 exhibiting 
companies From tbe informa- 
tion and communication 
technology industries: call 
Deutsche Messe on (49) 
0511-890: or. in the UK, call 
0181-688-9541; CeBit Home, 
the international trade fair 
for home and consumer elec- 
tronics will take place on 
August 26-30. 

□ March 9-13: Developing 
information systems strate- 
gies, Cranfield School of 
Management, UK; for confer- 
ence details. call 
01234-751122. 

□ March 19-19: Brussels 
conference on ‘Information 
society developments in the 
EU: the best initiatives'. 
Hosted by European Survey 
of the Information Society; 
keynote address by Commis- 
sioner Martin Bangemann; 
details on web site, http:}) 
wunc.ispo.cec.be or call Tech- 
nopolis on +44 1273 204320. 


representing around two- 
thirds of its total invest- 
ment More than half of the 
money being put into new IT 
related companies involve 
bright ideas for the Internet 
and other forms of network- 
ing. 

Outsourcing 

contracts 

increase 

The IT outsourcing market 
in the UK grew by 29 per 
cent in 1997. making it a 
£3.3bn business, reports the 
outsourcing service pro- 
vider. ITnet. Tbe market is 
still finding more new cus- 
tomers, with the number of 
new entrants rising by 122. 

But growing dissatisfac- 
tion is evident, as nearly 
three times as many organi- 
sations changed suppliers - 
14 last year against five in 
1996. most of them in the 
public sector. 

Despite six contracts val- 
ued at over £20m each in the 
year, the average contract 
size has fallen to £2.5m. 

Siemens tops the 
list of IT 
spenders 

Siemens was Europe’s top 
spender on IT last year, with 
£1.4bn invested, followed by 
Royal Dutch/ Shell at around 
£lbn. They were the first to 
exceed £ibn in a year. The 
500 top European companies 
spent £51bn. according to 
market research company. 
Spikes Cavell. 

Mobile managers 
stay in touch 

By the year 2000. 79 per 
cent of business managers in 
the UK. Germany and the 
Netherlands expect they will 
be using their mobile phones 
to send e-mails and more 
than 60 per cent think they 
will be using them to access 
tbe Internet and corporate 
databases. This is tbe find- 
ing of a survey carried out 
for IT services group, CMG. 

dates 


□ March 19: IDC Direc- 
tions '98. San Francisco, US: 
conference; for details, call 
IDC on (001> 508-872-8200. 

□ March 24-26: Internet 
Commerce Expo. World 
Trade Centre. Boston. US: 
exhibition; tel. IDG on (001) 
508-8208675- 

□ March 31-April 2: Digi- 
tal Commerce ’98; confer- 
ence; tel. Business Intelli- 
gence on 0181-979-3300. 

□ April 2-3: Knowledge 
Management '98, Royal Hor- 
ticultural Halls. London; 
conference and exhibition; 
tel. Learned Information 
Europe on 01865-388000. 

□ April 7-9: Gartner 
Group Predicts. San Diego, 
US; conference; call Gartner 
on 1-800-778-1997 or (001) 203 
316 6757. 

□ April 22-23: Softworld 
for Information Manage- 
ment, Rama da Hotel, Lon- 
don; seminars, workshops, 
exhibition: call Interactive 
Information Services on 
0181-541-5040. 


THE MONTH IN BRIEF 


Fresh impetus for Unix 

Leading IT vendors have combined to fllve anew impe tus 
to Unix, aiming to promote its use rn terse data cerdiss. 
Compaq, Data General. Fujitsu ICL and Unisys agreed to 
invest in developing and marketing the Santa -Graz Oper- 
ation version of Unix as the basis for open systems in the 
data centre, running on hardware with Intel chips. 

SCO's operating system 'has. up to .mow. bee n mainly 
used in personal computer systems. These mew systems 
will, if the plan succeeds, replace older, mainly IBM 'pro- 
prietary data centre systems, bid also systems based on 
other versions of Unix. Tbe ihiStoiy of Unix lias teem 
plagued with numerous different versions and the result- 
ing confusion has allowed Microsoft's Windows 'NT to 
erode its leading position. 

Baan buys Coda 

UK accounting software company. Coda, has bean 
bought by Baan. the Dutch business applications devtf- 
oper in an agreed £52 Bm daaL This highlights the trend 
away from standalone accounting packages to Integrated 
business suites. Though highly rated by many customers. 
Coda has struggled because more and more users were 
turning to the broader product ■suites ottered by Baan and 
its rivals SAP. J D Edwards. Oracle and PeopfesofL 

Viruses double 

The number of new viruses in circulation has doubled In 
the past 18 months and is running at about 500 per 
month, according to Dr Solomon's, one of the leading 
arm- virus software manufacture®. Only a small proportion 
of them cause serious problems, but dealing with there 
wastes a growing amount of time and money for com- 
puter users and systems developers. 

PW drops Origin deal 

Price Waterhouse, the accountancy and management 
consulting partnership, has dropped a plan to take a 
stake in Origin, the computing services subsidiary of Phil- 
ips, the Dutch electronics group. As with other leading 
accountancy firms, PW has been looking for ways to 
extend its business further into IT, but failed to .reach an 
agreement with Philips. 

Europay launches card trials 

Europay and Barclaycard have announced new UK trials 
of smart cards for internet transactions using the Trans- 
port Security Layer (TSL) encryption method, based on 
Netscape's Secure Sockets Layers fSSL) software. 

Barclays has for some time preferred the Netscape . 
approach to the Secure Electronic Transactions (SET) 
standard which is backed by Visa, Mastercard and many 
banks. SET supporters have said they regard SSL as 
insufficient to ensure security, but Barclays has found 
problems with SET and has argued that the banking 
world is not yet ready for It. 

Market capitalisation exceeds $200bn 

Microsoft, which mow .represents ‘ 
about 60 per cent of the value 
of the world's entire software 
industry, has become toe first 
company after General Electric 
to exceed market capitaGsafion 
of $200 bn. BUI Gates, pictured 
here, the chairman and chief 
-executive of Microsoft, has been 
confirmed as the world's richest 
man. 'His Microsoft shares, 
which represent the bulk of his 
fortune, are worth in excess -of $45bn, more than the 
gross domestic product of many countries. Mr Gates 
founded the software company with Paul Allen in an 
Afouquerque ifrving room in 1975. 

A0L completes CompuServe deal 

America Online (AOL) has completed Its acquisition of 
CompuServe and is cutting staff by 500. A rationalisation 
had been expected, even though AOL has pledged to 
keep the two services separate. 

Benefits system in doubt 

One of the UK’s largest computer projects, the Benefits 
Agency’s plan to pay Its claimants through Post Offices 
by plastic card, appears to have run into trouble. The 
Cl .4 bn scheme run by a consortium headed by ICL Path- 
way, under the private finance initiative, has been delayed 
by several months and there Is some doubt about 
whether it will ever be completed. 

The intention is to pay 20m claimants at 19,000 Post 
Offices by magnetic stripe card. The Benefits Agency 
insisted the preyed was still on and said the system 
would start to be deployed from April next year. 

Sybase cuts staff 

Database vendor Sybase has laid off 11 per cent of its 
staff in a new attempt to return to profitability. It said that 
600 of its 6,700 employees, mainly In the US. (had been 
made redundant. The company blamed Its troubles 
mainly on Incorrect accounting by Its Japanese subsidiary 
last year, which led to Its accounts being re-stated, tt 
made a loss in both 1997 and 1996, against increasingly 
tough competition from Oracle, the dominant supplier of. . 
database systems. 

Purchase of firewall developer 

Network Associates, formerly known as McAfee, the lead- 
ing security software vendor, plans to buy firewall soft- V 
ware developer Trusted Information Systems for arduncf ; 
S300m. Network Associates’ chief executive BHl Larson ' \ 
said this would mate it the largest security software vsn- 1 
dor in the world. McAfee 'had sales of 51 atm fri 1996, 
which made it one of the SO largest software companies, 
and this deal, together with Vast year’s acquisition of Net- . 
work General, should propel tt closer to foe trip of the T " 
league. One of its principal competitors. Cheyenne Soft- 
ware. was acquired by Computer Associates in 1 996. 

Microsoft buys Net start-up 

Microsoft has bought a US start-up company specialising 
■in •Into mat messaging systems caned Flash Communica- 
tions for an undisclosed sum. Flash’s product allows ' 
users to create lists that alert them to when their col- 
leagues and customers go online. 

Georgs Black. e-ma// address: gbg26QdiaLptpex.com 
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No longer a generalist 
supplier. Bull is 
shifting its focus to 
three areas - servers, 
smartcards and 
software 

T he obituaries for Groupe 
Bull, one of Europe's oldest 
and best-known inform a tion 
technology groups, have been 
written toany times. 

However, the armna) results 
published last month showed a 60 
per cent increase in net profits to 
FFr603m cm revenues which grew 
by five per cent to FFr24. 6bn - 
confirming the French group's 
return to financial health. 

“After completion of 
privatisation and confirmation of 
profitability. Bull is now poised to 
begin a new, hig hly ambitious 
phase of business development," 
says Guy de Fanafieu, chairman 
and chief executive. 

Indeed, much of the credit for 
Bull’s rehabilitation properly rests 
with Jean-Marie Descarpentries. 
Bull’s former chairman. who 
steered the group through 
privatisation and back to 
profitability and growth. 

Mr Descarpentries handed over 
to Guy de Panafieu in September, 
setting the former Suez-Lyonnaise 
des Eaux general manager, the 
task of rebuilding Bull into a 
European leader in the IT systems 
and services business. 

Setting out this vision when be 
took over as chairman a nd chief 
executive, the 54-year-old former 
civil servant said: “In the domain 
of information systems, which has 
become more and more strategic 
for all organisations. Bull must 
became the European leader, 
linked with the largest global IT 
companies and respected 
throughout the world." 

In the six months since then, Mr 
de Fanafieu and Alain Couder. an 
industry veteran who has been 
appointed as chief operating 
officer, have bad time to assess the 
company and begin to set out a 
new vision for Bull and its 21,000 
employees. The strategy is built 
around three mam planks: 

• Positioning Bull among the top 
three world leaders in security and 
management software and smart 
cards; 

• Strength ening its position in 
services by focusing on high 
value-added services to its 
customers: 

• Remaining a significant player 
in high-end servers including 
mainframes. Unix AIX systems and 
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Alain Couder, chief operating officer, and Quy de Panafieu, president and director general of Groupe Bid. are positive about the European IT sector 


Windows NT systems with the aid 
of its industry partners. 

Mr de Panafieu says he arrived 
at Bull without and preconceived 
ideas. “What I found was a 
technologicly strong company with 
big strengths,” he says. 

Bull derives just under 40 per 
cent of its sales from France, about 
35 per cent from elsewhere in 
Europe and 15 per cent from the 
US and elsewhere making it 
significantly more global than 
some of its competitors. 

Today, about 60 per cent of 
revenues come from products and 
40 per cent from services. “We 
decided the right strategy was a 
multi-specialist approach focused 
on both products and services,” 
says Mr de Panafieu. 

“We are not a generalist." adds 
Mr Couder. “That is a very 
important repositioning of Bull 
because Bull has claimed to be a 
generalist for a long time.” Within 


products, he says. Bull will focus 
on three areas - servers, 
smartcards and software. 

Severs have been a traditional 
core competence of BulL 
Traditional mahTframpR are 
supplied by NEC under a 20- 
year-old partnership with the 
Japanese electronics group which 
is also one of Bull’s three 
industrial investors. Bull builds its 
own CMOS mainfr ames and 
partners with international 
Business Machines for Unix 
servers and Packard Bell of the US 
for Intel-based servers. NEC owns 
49 per cent of Packard Bell and 
BulL which folded its PC business 
into Packard Bell-NEC in 1996, 
owns 13 per cent. 

“In servo's, we want to partner 
with first-tier players," says Mr de 

P anafie u. Instead of trying to 
develop a full product line of Us 
own. Bull’s new management team 
plans to focus research and 


development spending on high-end 
servers where it believes its 
expertise in high avail ability, 
manageability and blustering will 
be best employed. 

Bull also intends to leverage its 
expertise in smartcards - an 
industry it invented by developing 
the first card in 1976 - and where it 
now ranks number four in the 
world. Bull is particularly strong in 
the banking sector and in the 
European market 

“We want to build a business 
around smartcards and related 
terminals. We believe smartcards 
win be the base not just for 
electronic commerce, but also the 
personal identification device for 
future information systems," says 
Mr de Fanafieu. 

“In global terms, we see this 
mar ket growing at a very fast rate 
- up to 30 or 50 per cent annually 
over the coining years and we 
think there win be three parts of 


the market, banking. GSM and 
other applications such as Identity 
cards, health and social security. 

“If you look at the smartcard 
industry it is mostly small and 
medium enterprises. There are no 
big players. We expect this 
industry to restructure and 
probably seme of those small and 
medium sised enterparises to be 
acquired. We thing we can have he 
in the leadership," says Mr Couder. 

Indeed, BuD has been one of the 
driving forces behind the Java 
Card Forum - erven though the use 
of Java could undermine Bull's 
own proprietary smartcard 
operating systems. “Every new 
technology wave is a threat to the 
old one, but we try to ride in front 
of it,” says Mr Couder, 
philosophically. 

The third product area Bull 
intends to focus upon is software. 

Turn to next page 
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THE WORLD PC MARKET . by Paul Taylor 
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ven by the last-paced 
standards of the per- 
[ sonal computer Indus- 
try, the past 12 months have 
witnessed some remarkable 
developments. These include 
the arrival of the under- 
$1,000 PC, the most rapid 
uptake ever of a new genera- 
tion of Intel microprocessors 
- the Pentium G - and the 
‘coming of age* of manufac- 
turers reflected in Compaq 
Computer's transformation 
into one of the top three 
computer manufacturers. 

Underpinning these and 
other changes, the world- 
wide personal computer mar- 
ket grew by nearly 16 per 
cent with 1997 shipments 
surpassing 62m units, 
according to Dataquest, the 
market research firm. Data- 
quest blamed growing eco- 
nomic uncertainties in the 
Asia/Pacific region for the 
slightly lower than expected 
growth rate. 

However, the bare figures 
mask other dramatic 
changes. In particular, top- 
tier vendors such as Com- 
paq. International Business 
Machines. Dell Computer 
and Hewlett Packard con- 
tinue to grow at the expense 
of “mid-tier” PC manufactur- 
ers - companies such as 
Packard Bell-NEC and AST 
whose market share is 
dec linin g. 

Indeed, despite the slow- 
down In Asia/Pacific, three 
of the top PC vendors - 
Compaq, Dell and HP - each 
grew more than 40 per cent 
last year. “Each quarter of 
1997 witnessed the continu- 
ous consolidation of market 
presence by an elite few PC 
manufacturers," says Bill 
Schaub. vice president of 
Dataquest's Personal Com- 
puting and Peripherals 
group. “During the course of 
1997. the top four manufac- 
turers captured alm ost 70 
per cent of PC unit growth 
worldwide, with Compaq 
seizing nearly 30 per cent of 
that total expansion." 

But in the US. the world's 
biggest PC marketplace, the 
battle between Compaq and 
Dell shows no signs of let- 
ting up. These two vendors 
posted the strongest growth 
among the top vendors in 
the US with Compaq grow- 
ing 54.4 per cent, and Dell 
growing by an astonishing 
6R9 per cent. 

“East year's phenomenal 
growth by the 'elite few' 
can't be explained by simple 
‘direct versus indirect" busi- 
ness model distinctions.” 
says Scott Miller, senior 


Big name suppliers 
tighten their grip 


With profit margins of around 10 per 
cent, the world’s top-tier PC makers 
benefit greatly from high sales 
volumes and economies of scale 


industry analyst for Data- 
quest's computer systems 
and peripherals program. 
“Today’s winners in the PC 
industry are those manufac- 
turers that execute flaw- 
lessly and capitalise on past 
brand equity investments.” 

A number of factors are 
helping the biggest brand- 
name computer companies 
consolidate their grip over 
the PC market. In particular, 
with margins of around 10 
per cent, the big PC makers 
benefit enormously from 
high sales volumes and econ- 
omies of scale. 

The top-tier PC makers 
can demand lower prices 
from component suppliers 
because they buy in large 
volumes. This means that 
smaller PC makers and 
assemblers cannot compete 
solely on price. What is 
more, the biggest manufac- 
turers can force component 
suppliers to assume most of 
the inventory risk by adopt- 
mg ‘just-in-time' delivery 
schedules. 

I he emergence of 
under-Sl ,000 PCs has 
also played to the 
strengths of the largest man- 
ufacturers such as Compaq 
which pioneered the market, 
and H-P. Just when some 
industry pundits were begin- 
ning to suggest that the PC 
penetration was nearing sat- 
uration point in some mar- 
kets including the US. the 
arrival of under-$l,000 
machines has breathed new 
life into it and brought PC 
ownership within reach for a 
larger segment of the mar- 
ket. 

In the process. Eckhard 
Pfeiffer. Compaq’s chief 
executive, has disproved the 
notion that home PCs are 
money-losers. By using low- 
cost chips, outsourcing 
assembly, and tightening 
sales policies, Compaq was 
first to launch a $799 PC 
with the same 11 per cent 
gross margin as its most 
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expensive home computer. 

At that stage. Intel did not 
offer a low-cost processor 
that would make it possible 
to sell a basic machine and 
still make money, so Com- 
paq turned to Intel's rivals 
Cyrix and, more recently. 
Advanced Micro Devices to 
provide microprocessors. 
Last year, these low-cost 
machines accounted for 25 
per cent of all home PCs sold 
in the US last year, up from 
just 7 per cent in 1996. 

Meanwhile, the role of PC 
technology is changing. The 
Intel microprocessor chips 
used in the vast bulk of PCs 
are now also replacing the 
proprietary chips which 
have traditionally powered 
servers and workstation 
machines used by design 
engineers and financial ana- 
lysts. 

, Predictably, the largest PC 
manufacturers, which have 
extensive systems design 
capabilities, have been quick 
to exploit this trend, build- 
ing substantial businesses 
around PC servers and grab- 

West European PC market, 1997 
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bing a growing portion of 
the workstation business. 

In contrast, many smaller 
PC companies lack such 
design expertise and have 
been left out of this higher- 
profit segment or the mar- 
ket 

Global reach is another 
crucial advantage enjoyed 
by the big PC makers. With 
manufacturing as well as 
sales and marketing 
operations in most parts of 
the world, the PC industry 
leaders are well -positioned to 
take advantage or the fastest 
growing markets such as 
China. 

Within the top tier. Com- 
paq has epitomised the new 
computer ‘elite’. The Texas- 
based group's revenues have 
increased 500 per cent since 
1992 when Eckhard Pfeiffer 
took over as chief executive. 
Three years after it entered 
the home- PC market in the 
US, Compaq’s sales are run- 
ning neck-and-neck with 
Packard Bell-NEC. 

In contrast. IBM. once the 
market leader, has been 
struggling for years to keep 
pace with its rivals in the PC 
industry and now ranks as 
the number two in terms of 
PC unit shipments. However, 
IBM's strong sales to busi- 


ness customers were offset 
by weaker consumer sales 
last year. This held IBM’s 
Shipments growth down to 
18.6 per cent in 1997. accord- 
ing to Dataquest's figures. 

Further evidence of IBM's 
decl ining share of home- PC 
sales came recently when 
Tandy, the US retailer, 
announced it would no lon- 
ger sell IBM PCs. opting 
instead for an exclusive 
three-year Compaq deal. 
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' n contrast. Hewlett-Pack- 
ard’s PC shipments 
.jumped by 55.9 per cent 
last year as the company 
made significant strides in 
the consumer market, lever- 
aging the brand recognition 
achieved by its popular 
printers to boost PC sales. 

Similarly. Dell has pros- 
pered in the new-style com- 
puter industry, even though 
it employs a very different 
market approach. Dell pio- 
neered direct sales over the 
telephone and via the Inter- 
net where the company now 
sells an average of $4m 
worth of computer equip- 
ment every day, helping sus- 
tain its market leading 
growth rate. Dell was also 
first to move to a build-to-or- 
der model, configuring a per- 
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sonal computer to the buy- 
er's specifications and elimi- 
nating costly and risky 
inventories. As a result, its 
overhead costs amount to 
just 11.6 per cent of sales 
compared with Compaq's 15 
per cent. 

Faced with such an array 
or powerful competitors, 
some second tier' suppliers 
are already suffering. In the 
US. Packard- Bell and AST 
R.eseareh have lost ground 
while Apple Computer, an 
industry pioneer, has seen 


West European portable PC sales, 1997 
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its share of the world market 
drop to 5 per cent, down 
from around 10 per cent just 
a few years ago. 

Meanwhile, in Europe, sev- 
eral PC makers, including 
Escom in Germany, have 
gone bust and others are 
struggling or have with- 
drawn from key market seg- 
ments. For example. ICL. the 
UK-based computer services 
group majority owned by 
Japan's Fujitsu, has with- 
drawn from the PC market 
and others, including Oli- 
vetti Computers Worldwide, 
spun -off from its Italian par- 
ent last year, have refocused 
on the higher-margin porta- 
ble PC and business server 
markets. 

Among the indigenous big- 
brand European personal 
computer manufacturers, 
only Siemens Nixdorf has 
survived and prospered, 
although its geographic 
reach remains limited. Even 
the big Japanese electronics 
groups have also struggled 
to make inroads in the per- 
sonal computer market, 
although Fujitsu made sig- 
nificant gains in the porta- 
ble. desktop and server mar- 
kets in Europe last year and 
Toshiba remains the unchal- 
lenged leader in the mobile 


computer segment. 

However, Toshiba’s push 
into the desktop market has 
had only qualified success, 
NEC has been struggling to 
improve the performance of 
Packard Bell and Zenith 
which it now controls, and 
South Korea's Samsung has 
been forced to accept a 
smaller role for its AST unit 
which will now concentrate 
the mobile PC market .. 

There are still hundreds of 
smaller PC companies, which 
together account for about 
25 per cent of world -sales. 
Most serve specialist ~qr. local 
markets and their survival 
probably depends on their 
ability to offer more person- 
alised service than their big- 
ger rivals. 

There are few indications 
that the dramatic changes 
now under way in the PC 
industry have run their 
course. Perhaps the only cer- 
tainty is that the price of 
personal computers will con- 
tinue to tumble - thereby 
expanding the reach of the 
technology that underpins 
the information age: 


Focus on the markets for 
portable computers and 
hand-held machines: 
reports on page 12 . 
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Commitment to the 
software business 


From previous page; 

“We invested in distributed 
computing software in the 
early 1990s.” says he says. 
“We’ve been very successful 
in two areas, one is in man- 
agement and the other is 
security.” 

In particular. Bull's sys- 
tem management software, 
called ISM Openmaster, 
ranks number two or three 
in the world in competition 
with Computer Associate’s 
Unicenter TNG and IBM's 
Tivoli. 

Highlighting its commit- 
ment to build the software 
business. Boll has recently 
set up a new software divi- 
sion with headquarters in 
US. “This is one of our 1998 
priorities,” says Mr de Pana- 
fieu. “We don’t want to 
diversify too much". 

Accordingly, the new divi- 
sion will continue to focus 
on management and security 


areas and some networking 
software related to manage- 
ment “We have a very high 
end firewall and that cou- 
pled with ISM Access Master 
give us a very powerful posi- 
tion to secure intranets 
which are becoming increas- 
ingly important for our cus- 
tomers." he says. 

Similarly, in the computer 
services area, Mr de Pana- 
fieu says Bull is not inter- 
ested in trying to do every- 
thing for everyone. Instead. 
Bull will stick to its tradi- 
tional strengths in system 
integration and outsourcing 
- particularly network and 
desktop services. 

In systems integration, Mr 
de Panafieu says: “We plan 
to focus more around both 
horizontal and vertical sec- 
tors - administration, bank 
and insurance, telecoms, 
utilities and discrete manu- 
facturing." 

Similarly, he believes that 


Bull’s size and experience 
will help it continue to 
exploit the growing IT out- 
sourcing market “It also cre- 
ates long-standing relation- 
ships with customers upon 
which you can build.” he 
notes. Both men are positive 
about the European IT sec- 
tor generally. “The difficult 
part has been In hardware 
manufacturing,” says Mr de 
Panafieu. But even there. Mr 
Couder points out that 
Europe’s semiconductor 
manufacturers, Siemens, 
SGS-Thomson and Philips, 
have all bounced back. 

"In services and software, 
we’ve also been very suc- 
cessful and the smart card 
business is dominated by 
Europeans," he says. 
“There’s no rule saying 
Europe can’t be successful or 
leaders in the IT industry." 

Clearly, Bull's new man- 
agement team are deter- 
mined to prove the point 


CeBIT ’98 • Hanover, Germany, March 19^25 .- 

Set to break records 


CeBIT 98. the world’s 
largest exhibition for the 
information and communica- 
tions (1CT) industries takes 
place in Hanover. Germany, 
this month. 

With 7.200 exhibiting com- 
panies from 59 countries, 
this year's seven-day event 
from March 19-25 is likely to 
attract up to 600.000 visitors. 

The Internet will be a key 
theme at CeBIT ’98. It will 
include an 'Internet Park' in 
hall six. with displays from 
70 companies involved in the 
Internet, intranet and extra- 
net sectors, including the 
leading Internet service pro- 
viders. 

To meet the record 
demand for display space, 
the event will be the first to 
use the vast, new hall 13 at 
the showground. The venue, 
covering 24.480 sq. metres, is 
claimed to be the world’s 
largest exhibition hall writb a 
clear roof span. 

In addition to the broad 
categories of IT hardware, 
software 3nd peripheral 
equipment from 1.600 exhibi- 


tors. CeBIT will have spe- 
cific display areas for. 

□ Network computing (458 
exhibitors): this area will 
include a Network Informa- 
tion Centre for seminars and 
equipment presentations. 

□ Computer integrated 
manufacturing, computer 
aided design, automatic data 
collection technology. (700 
exhibitors). 

□ Software, consulting 
and services. With 2.300 com- 
panies displaying in this cat- 
egory, this will be the largest 
display theme of CeBIT. 

□ Telecommunications: 
900 exhibitors in six halls 
will feature voice, text Mid 
visual communications 
systems. 

□ Office automation, doc- 
ument management and 
workflow systems. 

□ Banking and financial 
services technology (200 
exhibitors): this section will 
be backed by a varied pro- 
gramme of displays, forums, 
discussions and tours. 

□ Security equipment and 
card technology. More than 


200 exhibiting companies 
will display products such as 
security software; alarm and 
monitoring systems: access 
control systems; back-up 
computer systems: plastic 
card technologies,' plus appli- 
cations and services. 

□ Research and develop- 
ment and technology trans- 
fer - displays from more 
than 250 universities, 
research and industrial 
groups. 

Among the international 
exhibitors, 309 will be from 
the UK, 445 from the US and 
457 from Taiwan. CeBIT 
organisers report that the 
Pacific Rim area “will he 
extremely well-represented" 
this year with 800 exhibitors. 

□ For more information on 
CeBIT ■&£, contact Deutsche 
Messe, MessegeUmde, D-30521 
Hanover \ Germany. Tel +49 
511{89-0: fax 49 571189-326 26; 
internet' http:lltmmv.cebit.dc 

□ For details of the 309 UK 
companies at CeBIT, contact 
Trade Fair Support Maid- 
stone. on e-mail : trade- 
fair.co.uk. 
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With the advent of new, higher-powered machines, 
traditional workstation suppliers are being forced 
to respond to fierce competition 


BE THE 


T he workstation - the 'Ferrari* of 
desktop computers - is changing 
shape. The inexorable rise in 
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. power and function of the ‘commodity' 
drips produced by Intel for the PC .* 
market means that the traditional 
market for expensive high-end 
workstations is under siege. 

Although specialised, the 
workstation market has provided a 
lucrative living for a small group of 
suppliers such as Sun Microsystems 
and Silicon Graphics for the last 20 
years. Their success depended on being 
able to deliver the power needed for . 

: applications such as 3-D graphics and 
financia l wnHpifaig They achieved tw« 
by tsfag leading-edge chip technology 
and innovative software design. 

_ But now the Maced - the next 
generation of Intel chip technology - 
wfQ boost the power of low-unit-cost, 
mass-market PC chips to levels 
associated with the specialised chips 
- used in workstations. 

In raw technical terms, the Merced 
will run at about 400 megahertz - 
about twice as. fast at the Pentium Pro. 
But It will also use an advanced 64-bit 
- architecture which will deliver better 
performance and more functions. The 


Digital Alpha - another 64-bit 
architecture chip and the fastest-used 
in the current generation of 
workstations - runs at 500 megahertz. 

It is a little like Ford putting a Via, 
high j performance engine in a family 

compact saloon - without increasing 

the price. At the same time, Windows 
NT, Microsoft’s operating system 
platform for Intel computers has begun 
to rival Unix as a workstation 
operating system. 

. Top suppliers of high-end. Intel-based 

systems such as Compaq and Sieme n s 
Nixdorf are, therefore, moving into a 
marke t dominated by specialist 
suppliers. Compaq points to IDC 
' figures, for example, which show that 
it overtook the Unix - vendors in the UK 
market, in the third quarter of 1997, 
with a 37.4 per cent share. 

Traditional workstation suppliers 
have been forced to respond to the 
threat. In January Sun Microsystems 
ann ounced a new range of lower-cost 
workstation systems to bring prices 
closer to Intel-based systems and 
sniflfin Graphics announced it would 
movie its 3D graphics software to an 
Intel-based computer. 

Workstation vendors are also quick 


to defend their territory and see a 
strong future for specialist 

workstations alongside the 

'commodity' systems from Intel; “There 
is still a strong future for the 
workstation. As you see the high-end 
PCs re-positioned as workstations then 
there is an imme diate assumption that 
the workstation market will roll over. 
But this isn’t the case at all,” .says 

Simon Tindall, UK workstation 
manag er at Sun 

Microsystems. 

Prices come down 

-We are competing in two ways. First , 
we are bringing prices down - so we 
are below some of the high-end pc 
systems. And we are developing our 
UltraSparc chip technology," he says. 

Mr Tindall says that Sun expects to 
introduce its third-generatkm 
UltraSparc chip in spring 1990 - with a 
threefold increase in power. It will also 
build on current design innovations to 
Tr.afcp it fm«ier to run PC applications. 

Silicon Graphics also sees design 
innovation as the key to keeping fo® 
specialist workstation market satisfied; 
“Our acquisition of Cray gives us an 
edge. Its supercomputer chip 
technolog y trickles down to the 
workstation products,” says Mr Craig 
Churchill. UK workstation marketing 
manag er at Silicon. Graphics. 


“But it is not only the processor 
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design innovation -about providing 

scaighnt ty and power for Innovative 
applications. Take virtual reality , for 
py pynpie - our woriretatiops were used 
to simulate the Boeing 777 design, a 
cost saving of *800m. You can’t deliver 
that sort of power on a Witotel system,” 
hesays. 

Mr Chur ridn also claims that the 
Windows NT operating platform is not 

up to the job. Although Windows NT 
has gates in some arenas, chiefly 
the financial and retail sectors - 
surveys show that the manufacturing 
sector is sticking with Unix, for the 
time being at least. 

“Dataquest said recently that NT was 
no immediate threat to Unix in the 
workstation market," he says. “There 
are things that Unix-users want to do 
an their workstations that they could 

not do on NT. You can’t get the 

graphics performance out of NT, tor 

example. And the cost of moving from 

Unix to NT is also expensive." 

Mr Tindall of Sun acknowledges the 
impact of Windows NT - but says Sun 
can meet the challenge: “Windows NT 
is a reality. We need to show that we 
can <-»fffrr an alternative and also 
interoperate with NT. We have 
facilities to run PC applications 
developed for NT alongside our Solaris 
Unix system. So users win have the 
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best of both worlds.” 

T here wfll, of course, always be a 
demand for high-powered specialist 
workstations - in the same way that 
there will always be people who want 
Ferrarls. But the computer market is 
not like the automobile market 
Businesses are forced to loo k for w ays 
to cut costs to remain competitive. The 
Intel-based markets long-term 
advantage comes from befog able to 
bring commodity-based chip 
manufa cture and pricing to ruche 
markets. The same combination of 
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Windows NT and Intel chip technology 
is encroaching on the enterprise 
mainfr ame market 
Intel's economies of scale could force 
price /performance of chips down so low 
fhat workstation manufacturers will 
have to add value in other ways. One 
path is to differentiate with softwa re - 
rather «h*n chip power or hardware 
design innovation. Silicon Graphics has 
taken the first step by bringing its 
Visual PC 3-D graphics environment to 
the Wintel platform. Other similar 
moves will doubtless follow. 


A computer industry 

_ . a u - t.4n),ar.Anii unifications. ket va] 


spot 




Sales in the PC 
server market, 
now worth $10bn 
a year, rose by 35 
per cent in 1997 

T he server market is 
one of the hottest mar- 
kets in the computer 
industry. It is befog targeted 
by virtually every computer 
system hardware manufac- 
turer as business increas- 
ingly turn to servers to cen- 
tralise their rr operations 
and also build new systems 
cnrih as intranets and public 
access web sites. 

Servers are powerful com- 
puter systems, either based 
on PC technologies or more 
powerful Rise (Reduced 
instruction set computing) 
microprocessors with lots of 
hard drive storage and fast 

communications capabilities 


that serve many functions, 
from storing applications 
used in cHent/server comput- 
ing, to handling tasks SUCh 
as e-mail, Internet technolo- 
gies, public web sites and 
enterprise servers. Se rvers 
are for new types 

of applications using thin-di- 
ent computers, sometimes 
called network computers, 
which rely on servers to 
hold applications and data 
files. 

PC companies are focusing 
aggressively on the server 
market because it provides 
rnneh better profit margins 
than on PCs, where razor 
♦bin margins are contribut- 
ing to a very competitive 
business environment 

The key factors in 
rViryyring servers remain the 
application. Microsoft’s Win- 
dows NT server software is 
making headway against 
Unix-based servers but for 


higher-end applications, 
Unix servers ' remain 
entrenched, mainly because 
of reliability and security 
features that Windows NT 
a HTi lacks. Unix servers can 
also be scaled to larger 
systems by adding more pro- 
cessors, something which 
NT cannot yet do easily. 

There are moves to pro- 
duce multiprocessing servers 
based on PC technologies, 
Hewlett-Packard and Com- 
paq Computer, for example, 
have announced plans to 
produce eight-way servers 
later this year. And Intel has 
been working on producing 
chipsets that can be us ed to 
build multiprocessor servers 

but those drips are not yet 
available. 

The PC server market is 
the fastest-growing segment 
of the server market. PC 
server sales rose by 35 per- 
cent in 1997 to reach a mar- 


ket valued at $10.5bn and 
shipments of l.75m units 
according to the US market 
researchers at International 
Data Corporation. But 
growth is expected to slow 
this year, and with increased 
competition, there are some 
very good deals on PC serv- 
ers. Dell Computer, for 
example, recently dropped 
prices on PC servers by 
about 29 per cent Other PC 
vendors are following suit 
Compaq Computer, Hew- 
lett-Packard (HP). IBM and 
Dell were respectively the 
top four PC server compa- 
nies, increasing the ir m ark et 
share in 1997. Apple Com- 
puter, NCR, Olivetti and 
Acer, however, lost market 
share last year. 

Midrange servers are char- 
acterised by systems such as 
IBM's AS/400 and Rise micro- 
processor-based servers from 
Hewlett-Packard, Digital 


Equipment and Silicon 
Graphics. This market is 
gpt uri ng more slowly, partly 
because of more powerful PC 
ba se** servers that can han- 
dle high processing loads. 
IDC says that midrange serv- 
ers grew 2 per cent in 1997 
reaching a value of $16.9 bn. 
The demands of businesses 
for reliable systems capable 
of processing large work 
loads helped to maintain 
midrange server sales. 

“Midrange Unix and pro- 
prietary platforms are the 
business critical computing 
workhorses of Fortune 2000 
companies,” says Jay Bretz- 
pnann, vice president of 
Worldwide Systems at IDC. 
“Midrange smvers also have 
a tight grip on telecom com- 
panies. The explosion of cel- 
lular phones and Internet 
has helped fuel demand for 
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The range spans notebooks, with our SCENIC mob8es based on 
Intel Pentium* Processors with MM>0“ technology and desktop 
PCs based on Intel Pentium^ Processors, retail and self-service 
terminals, and servers of all types, with all the IT and networking 
services that go with them. Our spectrum of solutions and 
business services spans everything from providing R/3 solutions, 
to telecoms consultancy and business process outsourcing. 
This breadth of capability makes us uniquely well placed to 
ensure your IT platform really supports you in achieving your 
business goals into the next millennium and beyond. 


...one less thing to worry about. 

Add to this complete portfolio of IT products, solutions 
and services, a global support infrastructure capable 
of handling any scale of project and you can see why 
Siemens Nixdorf has become the European fT partner 
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more information. 
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THE BUSINESS IT LANDSCAPE 


SYSTEMS • By Philip Manometer 


New commodity 
market emerges 

Competing system suppliers will need to find fresh ways 
to differentiate themselves and add value 


FINANCIAL. TIMES WEDNESDAY MARCH 4 1998 



Digital cNp power servers based on the Alpha chfe pictured in the badgpound, above, offer re ma rk a bly N^i computer performance 


F aster, low-cost chip 
technology, design 
innovation and com- 
mon software platforms are 
changing the shape of corpo- 
rate IT systems. Bat they are 
also changing the shape of 
the industry which supplies 
the technology. The trend 
away from thousands of 
loosely-connected PCs hack 
to centralised systems is 
creating a new commodity 
market - for enterprise 
server systems. 

The concept of the enter- 
prise server goes back to the 
dawn of computing- In the 

1960s. when companies first 
began to harn*»gi the power 
of computing to business 
goals, the design model that 
emerged was a large central 
‘server’ computer. 

When comparing moved 
online daring the 1970s, this 
model survived - with the 
central computer ■serving' 
distributed terminals. But. 
during the 1980s. the spread 
of the PC created a new dis- 
tributed model of computing 
which promised to reduce 
costs. 

Called client/server, this 
model moved away from the 
central enterprise server by 
distributing power and stor- 
age across a network. By the 
1990s, the ccst-of-ownership 
equations did not add up; 
networks of PCs turned cut 
to be more expensive to 
administer, difficult to con- 
trol and costly to upgrade. A 


From previous page: 

midrange servers.” 

IBM and Hewlett-Packard 
dominate this market with 
IBM bedding 36 per cent of 
the market in revenues, and 
HP with 13 per cent. Silicon 
Graphics' midrange servers 
did well in 1957 to expand 
into commercial processing 
applications. 

Although Digital has a 
smaller share of the mid- 
range server market, its 
Alpha micro? rooesscr- based 
servers offer high perfor- 
mance and some analysts 
believe that its server tech- 
nology was one of the rea- 
sons that Compaq decided to 
acquire Digital. 

“Having Alpha-based 


return to central control was 
inevitable. 

“For the enterprise there 
are a series of cost consider- 
ations - such as distribution 
costs and geographical loca- 
tion - that are causing a 
trend towards centralisation. 
There is a large bonus in 
consolidating applications 
on an enterprise server." 
says Peter Slavid. business 
strategy manager for high- 
performance systems at 1CL. 

The introduction of the 
network computer - a 
stripped-down desktop 
device that reties on applica- 
tions controlled from the 
centre - has brought com- 
puting full circle. The mode! 
of computing emerging for 
the 21st century reverts to a 
centrally-administered enter- 
prise server. But there are 
two key differences: 

C Firstly, the technology 
used to build server comput- 
ers costs less. Many server 
systems are. for example, 
based on commodity chip 
technologies such as Intel's 


systems is one cf the r ea s on s 
Compaq wasted Digital. It 
gives them a high perfor- 
mance server architecture 
that they can sell for large 
amounts of money to large 
corporations, something 
which they have been lack- 
ing.” says Nathan Brook- 
wood. senior analyst at ITS 
market research, firm Bata- 
quest. 

With the Alpha-based serv- 
ers. Compaq wfi! be able to 
offer 64-bit high-performance 
server systems while many 
of its competitors wait for 
Intel’s 64-bft Merced micro- 
processors. And tins server 
market offers much higher 
profit margins than Com- 
paq’s PC business. 

Servers are also being 


Pentium and the forthcom- 
ing Merced And, rather than 
being based on a single pro- 
cessor such as the early 
mainframes, modern server 
‘systems’ may have many 
fsncessGKs linked together. 

Pour-way and eight-way 
processor combinations are 
now common. Larger config- 
urations - with 32 or 64 pro- 
cessors - are taking a grow- 
ing share of the top end. 

□ Secondly, the design of 
FT systems has become more 
open. In earUer tunes, both 
client desktop computers 
and saver computers were 
supplied by a single vendor 
and tied together with pro- 
prietary software. The new 
mode! allows the 'client’ and 
the ’server’ to be separated. 
The Imkagp is provided by 
socalled ‘open" middleware 
software - a layer of soft- 
ware which sits between the 
operating system and the 
appli cations 

“The cost of technology is 
coming down. And the mid- 
dleware to guarantee deliv- 


increasingly used for new 
types of applications. For 
example. US-based Inktomi 
is offering its Traffic Server 
product, based on Sparc 
microprocessor systems 
from Son Microsystems, 
which can save companies 
large amimnts of money on 
their Internet communica- 
tions costs by catching huge 
amnnntg of Internet date On 
a local server. 

When a company’s users 
a ccess the same web-based 
information, instead of 
reaching oat across the 
Internet to download the 
same web page again, it 
comes from local storage on 
the Traffic Server. Inktomi 
claims that Cor companies 
with large numbers of Inter- 


ery and non-duplication of 
data across the enterprise 
network is now available," 
says Bill Reedy, marketing 
vice president for IBM’s 
transaction systems soft- 
ware. 

The combination of lower 
technology costs and innova- 
tive ways to connect comput- 
ers together means enter- 
prise server systems are now 
as much of a commodity as 
the desktop devices they 
serve. 

Mr Slavid of ICL sees this 
’commoditisation* of server 
computing being reinforced 
by the introduction next 
year erf Intel’s Merced chip - 
which reaches the perfor- 
mance level of mainframes 
at commodity costs: "Merced 
is clearly aimed at the 
higher levels of server com- 
puting anil, in Hw long term, 
we see Intel winning the 
technology battle. We are 
moving our proprietary oper- 
ating environment to the 
Merced - and so is Unisys. 
But we are also doing a lot 


net users, they can replace 
the equivalent of three T-3 
communications lines, sav- 
ing op to $l.Sm a year. 

The high-end server mar- 
ket. defined as those systems 
casting more thnn aim, are 
expected to show single digit 
growth over the next two 
years despite faffing four per 
cent last year, says IDC. By 
the year 2001. the market is 
expected to be worth nearly 
$21 bn compared with 
S16-94bn last year. 

As in other areas of the 
computer i nd us t ry , cheaper 
PC-based technologies are 
moving op to mid and even 
high-range server markets. 
This win accelerate once 
Intel’s Merced microproces- 
sor becomes available in 


of work with SCO to bring 
open Unix to the Merced, 
too." 

He adds that this gives the 
widest set of options to cus- 
tomers; they can migrate 
their proprietary legacy 
systems to new hardware 
technology - while keeping 
their options open for fixture 
developments in Unix and 
Windows IFF environments. 

Most server suppliers are 
adopting a similar approach 
- gently persuading their 
proprietary systems custom- 


1999. Merced will allow 
systems builders to offer 
powerful servers that will 
challenge the performance of 
mid and high -range markets. 
Merced has been designed to 
be scalable, allowing 
systems to be built with 
hundreds and even thou- 
sands of microprocessors, 
yet also maintaining compat- 
ibility with PC-based appli- 
cations. 

Microsoft is preparing a 
new version of Windows NT 
which will support the 
Merced - and other compa- 
nies are working on porting 
their Unix operating systems 
to Merced. Bat it will be 
about two years until a wide 
range of powerful Merced 
systems become available. 


os into the new world of 
commodity serves with mid- 
dleware software as the glue. 

“Our research shows that 
the integration of enterprise 
applications is the number 
one concern in business. 
They need ways to tie new 
systems back into the enter- 
prise and are turning to lots 
of different ways - such as 
middleware - to do this," 
says Mr Reedy of IBM. 

The emer gence of a com- 
modity server market also 
brings strategic business 
advantages: "Enterprise 
servers make it easier to 
map the technology on to 
the business strategy. And 
there are, of course, econo- 
mies of scale if you get on to 
the Intel curve because you 
know where it is going. You 
can plan for future scalabil- 
ity." Mr Slavid notes. 

While business computer 
users will certainly benefit 
from the shift towards 'com- 
modity' server technology, 
suppliers will find their 
world changing. In many 
cases they will all be offer- 
ing the same hardware - 
Intel - and the same soft- 
ware platforms - Unix or 
Windows NT. They will need 
to find news ways to diffo-- 
enttate themselves and add 
value. 

Mr Slavid says ICL, along 
with every other manufac- 
turer, wifi have to concern- 
irate an providing even bet- 
ter service to customers. 
"Vendors wifi have to find 
different ways to survive in 


the server market. We are 
concentrating on giving cus- 
tomers the broadest choice 
of platform and improving 
services." he says. 

New approaches 
to managing 
server systems 

As companies build more 
powerful servers with multi- 
ple processors, and combine 
Hum intfi clusters that share 
workloads, the develcpmrait 
and management of such 
powerful server systems is 
one of the most complex 

Challenge s thrfr h iri lit . 

ers and their customers, 
writes Tom Poremsfd. 

The need for more power- 
ful serves arises from sev- 
eral key trends. There is a 
rapidly growing online com- 
merce market where busi- 
nesses sell to other busi- 
nesses online, and also build 
major web sites catering to 
mfliinns of consumers. Clus- 
tered servers, in such appli- 
cations, provide a high 
degree of fault tolerance pro- 
tecting rammPTf-ial web sites 
From dawn times that corre- 
late directly with lost sales. 

Companies are also bund- 
ing and maintaining huge 
data warehouses with thou- 
sands of users, combining 
titan with data mining tech- 
niques that can spotlight key 
data trends for a business. 
And there is a consolidation 
trend where dozens and even 
hundreds of less powerful 


servers are being consoli- 
dated intn a ,gmaTfa»r number 
of more powerful servers. 

"We think of a company’s 
networked clustered systems 
as an army of ants. 

Neither one relies on any 
Individual component, yet 
when the parts are strategi- 
cally clustered together, they 
can do more combined than 
they can individually," says 
Dr. Tushar Deepak Chandra. 
Manager of Distributed and 
Clustered Systems at the 
IBM Research Division. "And 
like an army of ants, we cre- 
ate a cluster of computers 
from a variety of simple 
commodity hardware compo- 
nents, thereby providing a 
significant price/perfor- 
mance advantage over more 
traditional high performance 
computing solutions, such as . 
supercomputers." 

Servers are becoming 
more powerful frith the 
availability of servers with 
mnltiple processors, with 
Hewlett-Packard and Com- 
paq nrnnpitfpr among com- 
puter com panies craning out 
with eight-way servers, com- 
bining eight Pentium n 
microprocessors through the 
use of special software. And 
companies such as Unisys 
are planning to produce 32- 
way servers. 

Servers are increasingly 
used in clusters, in which 
they share workloads and 
offer a high degree of fault 
tolerance. And servers are 


Tam to next page 


THE SERVER MARKET: Computer industry hotspot 

Higher profit margins than the PC sector 
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Nothing. ..is. ..more... k 

frustrating. ..than... a... 
slow... network. That’s why 
Bay Networks builds networks 
that work faster than you do. Net- 
works that adapt to change. It's why 
Fortune 500. companies too numerous to 
name here depend on Bay Networks to make 
their information flow. An example: increased 
Internet traffic is bottlenecked at your router. Now. no 
matter what router you use. B ay Networks offers you a 
simple, affordable solution. Bay Networks AcceJar' routing 
switch. Interested? Call us on +44 C03 1 81 832 30 61. 
Get the rest of the story. Visit www.baynetworfcs.com/30 


Bay Networks 


Where Information Flows." 


Adaptive Networking.- Switching; flouting, Access, Network Management, IP Serkfres 
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By Philip Manchester 


Security dilemma 

IA7JA +!«. * _ 


Mth the spread of universal 

conceras are rising over 
tne tnreat of computer viruses and 
unauthorised access to networks 


T here is an obvious 
dilemma in the con- 
of a ‘secure net- 
work*. On one hand, busi- 
nesses want to be sure their 
. corporate networks are 
*cure- On the other hand, 
me main bus iness virtue of 
networks is their ability to 
provide easy access to infor- 
mation: too much 'security* 
can create a hairier to access 
and companies must find 
ways to balance the two. 

Security of networks is a 
pressing problem. A survey 
- of UK network managers, 
published by The Knowledge 
Group in January found, for 
example, that 33 per cent 
saw it as their main concern. 
Another survey - from the 
anti-virus specialist, Sophos 
— notes that the number of 
viruses increased from 9,315 
to 13,000 during 1997. 

Businesses increasingly 
finds their networks exposed 
to the outside world. The 
growth of electronic mail 
(e-mail}. Internet connectiv- 
ity and the world wide web 
are current examples of the 
pressures to open networks 
to a wider community. Busi- 
nesses obviously need to 
make straightforward access 
to some parts of the net- 
works to encourage people 


to use them. But this 
exposes them to the growing 
threats from viruses and 
unauthorised access by crim- 
inals. 

Network management 
offers a possible solution.. 
The focus of network man- 
agement is shifting away 
from the low-level concerns 
of managing the telecommu- 
nications transport system 
to higher-level system-wide 
issues like security. Network 
management tools can help 
companies the bal- 

ance between their security 
needs and accessibility: 

“Balancing access and 
security is one of the biggest 
problems in network man- 
agement today. Many com- 
panies have a good grasp of 
the problem and are fairly 
comfortable with the bal- 
ance. What is m aking tt diffi- 
cult is the growth of new 
applications and more peer- 
to-peer communication," 
explains Vaughan Davies, 
product marketing manager 
for services at Siemens Net- 
work Services (SNSL), the 
networking subsidiary of the 
giant German manufacturer 
Siemens Nixdorf. 

“With intranets and extra- 
nets, for example, not only is 
the demand on the network 


unpredictable, it also poses 
new security problems," he 
adds. 

Mr Davies goes on to say 
that companies have to go 
back to the business need to 
decide what levels of secu- 
rity they need to build and 
what sort of tools they need 
to build it “Hie basics of 
network management are 
now fine - there are plenty 
of good tools winch give you 
all the information you need. 
But with security you have 
to re-think back to the users 
and the business needs." 

Access 

The trend for network 
management tool-builders to 
promote their products as a 
combination of a 'frame- 
work’ and a set of ‘plug-in* 
tools makes this easier. This 
means that control of access 
and other security issues can 
be dealt with inside the net- 
work management structure. 

“Balancing security and 
accessibility is a big chal- 
lenge. You have to provide a 
simple management capabil- 
ity both to allow transparent 
access and deliver what busi- 
ness needs. So there is a lot 
of focus on it from network 
management tool vendors," 
says John Saw, marketing 
manager at Hewlett-Packard 
UK. “They have to produce 
tools that are transparent, 
maintain accessibility and 
support the secnrity infra- 


structure," he adds. He notes 
that digital signatures and 
‘intelligent* directory ser- 
vices will play a role. 

“Companies’ security 
needs are growing more 
sophisticated." explains Kate 
Brew, security product man- 
ager at Tivoli Systems, 
IBM’s network management 
subsidiary and one of the 
leading network manage- 
ment tool suppliers. 

“A couple of years ago 
companies would look at 
security in terms of virus 
detection and ‘firewalls* to 
prevent access," she says. 
“But now they want some- 
thing more extensive. Our 
approach is to think in terms 
of security ‘speed bumps’ 
which we can integrate into 
network management When 
you look at security, you are 
doing .things that users don’t 
like." 

Ms Brew agrees with the 
importance of relating secu- 
rity needs to tbe business, 
however “The Internet 
intensifies the need to con- 
trol access and security. But 
you can still make tbe sys- 
tem accessible. We can 
increase the granularity of 
what you need to protect. 
You can make the ‘firewall' 
a place to welcome the users 
you want to come into the 
network. But it must relate 
to how much you need to 
protect data according to the 
business need. You must ask 
the question: How much is 
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Rising power of Windows NT 


From previous page' 

also being combined into 
massive server farms, as 
seen by companies such as 
BT, which, offer offer web 
site hosting services to small 
and large , businesses. 

Each approach to more 
powerful servers comes with 
its own management chal- 
lenges, and to a large degree, 
the software needed to man- 
age such large server 
systems is still being devel- 
oped, although there are 


some effective solutions 
available far companies that 
need to forge ahead. 

The key to effectively com- 
bining servers is balancing 
the work loads between the 
servers and ensuring that 
the storage and data commu- 
nications systems can keep 
up with work load demands 
from users. 

In terms of operating 
systems, there is the choice 
of Unix or Microsoft’s Win- 
dows NT, a battle sometimes 
seen as a religious one in the 


computer trade press, with 
fervent proponents for each 
one, says Peter Reed, prod- 
uct division manager for 
Bull UK & Ireland. 

“The market though, and 
our customers in particular, 
are less concerned with tbe 
industry conflict between 
NT and Unix," Mr Reed says. 

“In practice, today, that 
largely means a pragmatic 
choice of NT for workgroup 
and small departmental 
applications, and Unix for 
enterprise and large deparr- 
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mental platforms. The bal- 
ance. of course. Is moving 
continually as NT technol- 
ogy becomes more powerful 
and more sophisticated to 
enter the Unix space, and 
Unix technology becomes 
more powerful and more 
sophisticated to enter the 
mainframp space." 

Tbe key to building effec- 
tive multiple processor-based 
servers is in the software, in 
the development of efficient 
symmetric multiprocessing 
(SMP) software and with a 
rival approach called Non- 
Uniform Home Memory 
Architecture (Numa), which 
can overcame some of the 
bottlenecks with an SMP 
approach. 

Both SMP and Numa need 
to be supported in the oper- 
ating systems and in the 
hardware, to allow multi- 
way servers to offer signifi- 
cant performance increases. 

Some companies, such as 
Silicon Graphics, believe 
that Nnma offers a better 
approach and it is support- 
ing Numa in its version of 
Unix. Other companies, such 
as Sequent and Data General 
are also strong backers of 
Numa while others, such as 
Digital Equipment plan to 
offer servers that use both 
SMA and Numa architec- 
tures. 

Tandem Computers, a divi- 
sion of Compaq, has its Serv- 
erNet technology which can 
link multiple servers at very 
high speeds. Tandem has 
offered to license the tech- 
nology to others, but it 
remains to be seen if Com- 
paq wQl continue that policy 
following its acquisition of 
Tandem last year. 

A mix of NT and 
Unix servers 

Many companies have a 
mix of Windows NT and 
Unix servers and several 
computer companies are 
beginning to offer ways of 
connecting these servers 
together, giving customers 
the ability to make use of 
Unix servers for high end 
applications and low priced 
Windows NT-based servers. 

Managing servers can be 
very time consuming, and 
there is a trend towards 
more effective management 
software that allows compa- 
nies to manage servers at 
remote sites from a central 
location which will signifi- 
cantly lower operating costs. 

“One interesting trend in 
simplification of server man- 
agement is the move away 
from ‘computer centric' 
server management towards 
'business centric' server 
management," says IBM’s Dr : 
Chandra. 

"The old approach was to ! 
tell servers what to do and j 
how to do it. The new 
approach will be to leE serv- 
ers what you want, in busi- 
ness terms, and let the 
server figure out how to give 
it to you." he says. 

Another emerging trend is 
the increasing use of expert 
systems that ’understand’ 
the server domain and can 
therefore take over some 
human operator functions. 
Yet another trend is the use 
of better visualisation tech- 
niques to capture the state 
of servers. 



Hying through the communications network: BT engineers at Marttesham take a ah nutated flight through networks to pin-point faults 


the data worth protecting?” 
she asks. 

But there is another 
dimension to security in the 
modern network environ- 
ment, however. Most compa- 
nies have multiple IT envi- 
ronments - mainframe, Unix 
and Windows - and security 
regimes must be able to cope 


with an of them and interac- 
tions among thpm. 

Again, tool suppliers are 
responding and introducing 
ways to bring a common 
security regime to different 
IT environments: “We have 
introduced some mecha- 
nisms to provide security 
across mainframe environ- 


ments and Windows NT. 
Unix is more of a problem 
but the mechanisms are 
there, too," says Ms Brew. 

The security threats posed 
to corporate networks are 
likely to increase with tbe 
spread of universal connec- 
tivity and electronic com- 
merce. Network manage- 


ment seems to be tbe logical 
place - both to control access 
and to implement security 
regimes. The flexible frame- 
works now offered by the 
current generation of man- 
agement tools gives business 
the opportunity to decide 
what they want to protect 
and how much to spend. 


CASE STUDY: Siemens ' apprc^ch io; user-centred comptftirig By Niiala Moran 

A friendly interface 


Enterprise 
networks are hard 
to control but 
user-centred 
strategy can help 

T he enterprise network 
may be difficult 
enough to manage and 
control now. but companies 
are facing two challenges 
that threaten to make it 
more difficult in future. 

“One the one band the IT 
in fra str u cture increases in 
complexity as ever new tech- 
nologies are proposed to 
build it, and companies are 
challenged to capitalise on 
technological developments 
without destroying what 
they have already- On the 
other hand they are chal- 
lenged by the business 
requirement. This includes 
adapting systems for the 
year 2000 and the euro cur- 
rency. and at the same time 
adopting innovative solu- 
tions which will provide 
competitive advantage," 
says Peter Pag§. director of 
technology at Siemens 
Nixdorf Information 


Systems. Mr Page argues 
that the way to reconcile 
these opposing forces is to 
put the focus on the user, 
rather than on the technol- 
ogy. “Users should be placed 
uncompromisingly at the 
centre of business strategy, a 
paradigm for managing 
enterprise networks which 
we call User-Centred Com- 
puting." 

All the elements of Sie- 
mens Nixdorf s approach to 
installing and running user- 
focused enterprise networks 
will be on display at the 
CeBIT Show in Hanover, 
Germany, this month. 

In the Siemens Nixdorf 
model, the enterprise net- 
work is used to deliver a 
broad range of services, cov- 
ering not just IT functions, 
but also applications such as 
telephony, machine and 
plant control, and building 
control systems. This means 
that business solutions can 
be provided which are based 
on combined services that 
are not usually thought of as 
part of the IT world. For 
example. IT can be combined 
with telephony to turn a 
whole organisation into a 


call centre. This is done by 
linking the PBX to the desk- 
top. putting information 
about a customer on the 
screen as soon as a call 
comes in. 

In future, users will be 
offered an ever-growing 
array of devices to do their 
jobs, including videophones, 
web phones, cell phones and 
handheld PCs. For the pur- 
pose of control and ease of 
use, these will be based on 
PC technology running 
Microsoft operating soft- 
ware. “For example, a piece 
of point-of-sale equipment 
will be a pc with a cash reg- 
ister, an ATM [cash dis- 
penser] will be a pc with a 
safe attached, and a multi- 
media kiosk a PC with a 
touch sensitive screen.” 

Increasingly, the PC ele- 
ments will be hidden from 
the user. “You will get an 
interface appropriate to the 
work being done - the user 
should not be the servant of 
the operating system.” he 
adds. While all devices will 
be disguised PCs. there is an 
important requirement to 
reduce the cost of owner- 
ship. This will be done by 


servicing them from within 
the network. Mr Pagfe says 
that Siemens Nixdorfs 
objective is that such 
devices will require “zero 
a dminis tration . . .when you 
take them out of the box, 
there is no software, you 
ping them into tbe network 
and operate them out of the 
network." 

Support staff will have 
integrated voice and data 
communications with the 
user, allowing them to take 
over the screen, to help 
users with applications and 
support problems. 

This management concept 
will apply to all devices. Far 
example, it will be possible 
to monitor geographically 
spread ATMs from a central 
service point, and check if 
they still have money in 
them. Process control 
systems in manufacturing 
plants can also become part 
of the IT network, and be 
monitored and serviced over 
the network. 

By next year Siemens 
Nixdorf will offer TCP/IP 
networks attached via the 

Turn to next page 
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BUSINESS COMMUNICATIONS . By Alan Stewart 


Challenges for the PBX 


It is only a matter of time before 
‘voice over Internet protocol’ 
technology becomes essential to 
business communications 


T he marriage of voice 
and data on the Inter- 
net and intranets is 
being heralded by many as 
an important advance in cor- 
porate communications. 
According to Micom Commu- 
nications. ‘Voice over IP’ 
technology (VoIP) is now 
suitable for large-scale busi- 
ness use. 

VoIP allows fax and voice 
traffic to be transmitted 
using the Internet Protocol 
(IP) transmission method 
over corporate intranets and, 
potentially, the global Inter- 
net itself. 

“VoIP technology works 
by creating an overlay voice 
and fax network on top of 
any existing IP data net- 
work,” says Lesley Hansen. 
Micom ’s director of interna- 
tional marketing. 

“By eliminating the need 
to buy expensive leased lines 


from telephone companies." 
she says, “intra-company 
phone and fax traffic costs 
may be reduced by up to 80 
per cent, allowing very rapid 
payback on VoIP products. 

The wider Internet may 
provide lower-quality VoIP 
services, however, because 
of difficult network condi- 
tions and varying hops 
between destinations, which 
add both delay and jitter 
that affect voice quality. 

But Ms Hansen considers 
VoIP on the Internet ideal 
for business faxing and 
recording or retrieving voice 
mail. 

So does the traditional 
PBX have a future? “It is no 
longer acceptable to sell tele- 
phone systems as essentially 
stand-alone voice switches.” 
declares Chris Ellis, market- 
ing manager, corporate net- 
works. at Siemens GEC Com- 


munications. “They have to 
be able to link into existing 
data networks and add value 
to the enterprise.” 

Barry Castle. European 
public affairs manager at 
networking company 3Com. 
believes PBXs in their cur- 
rent form will disappear. 
“There will be a transition 
period during which VoIP 
gateways will compete with 
PBXs." he says. “In time, 
advanced services and prod- 
ucts will be developed to 
make use of VoIP systems.” 

Mr Castle sees VoIP repla- 
cing traditional PBX’s 
within five years, given that 
for two to three years enter- 
prises will be motivated to 
trial VoIP to benefit from 
reduced communications 
costs. 

“Telecommunications net- 
work operators. Internet ser- 
vice providers, and cable 
operators are investigating 
how they will include IP 
telephony in their service 
offerings.” he says. 

Enterprise PBX's will be 
just one of the changes 


ahead, according to Mr Cas- 
tle. “VoIP will enable new 
applications that will change 
the way businesses operate 
today.” he predicts. “There 
will be web-based call cen- 
tres and electronic com- 
merce, unified messaging, 
and converged communica- 
tions infrastructures in 
enterprises.” 


I nherent problems will 
have to be remedied 
quickly for VoIP to take 
off. according to Erik Lar- 
sson. senior manager, enter- 
prise networks marketing, at 
Nortel Europe. “The Internet 
is a packet-based network 
without the built-in quality 
of service to cope with time 
sensitive voice and video 
traffic," he says. 

MT Larsson points out that 
an IP data stream consists of 
variable length packets that 
makes traffic management 
difficult. There is no prior- 
ity, so other network traffic 
can introduce unsustainable 
levels of delay in the voice 
traffic. “Voice over IP on a 
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Customer- specific solutions 
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PBX to a company's tele- 
phone system providing tele- 
phony over the Internet 

“This will allow you to use 
the pc as a phone, with voice 
and data passing simulta- 
neously over the IP net- 
work.” 

Siemens is developing a 
range of services to monitor 
the operation of devices, and 
it plans to automate the 
monitoring of the overall 
operation. 

“All devices - fat and thin 
- can be completely oper- 
ated. monitored and main- 
tained over the network, 
thus reducing operating 
costs," he says. 

In effect, the PC becomes a 
network-based device. “The 
managed PC is the answer to 
the requirement for lower 
operating costs," says Mr 
Pagt 

He adds, however, that the 
concept of the network com- 


puter, with no local intelli- 
gence. which has been pro- 
moted as the way of lower- 
ing the cost of enterprise 
networks, does not fit into 
Siemens NixdorTs philoso- 
phy. "We see a requirement 
for a broad variety of 
devices; the network com- 
puter is too narrow to be 
able to deliver the same vari- 
ety of devices as the PC.” 

All the services provided 
to end-users will be deliv- 
ered from servers across the 
network. While Siemens 
Nixdorf manufactures serv- 
ers based on Microsoft’s 
Windows NT operating sys- 
tem. it believes that the 
server layer of networks will 
continue to be heteroge- 
neous. with mainframes. 
Unix and NT servers. 

“We do not see any one of 
these replacing the other 
soon. The mainframe was 
written off as dead, and now 
it is being revived," says Mr 
Page. Although Siemens 


Nixdorf had seen mainframe 
sales fall off, the market is 
now growing again. “This 
means that you must estab- 
lish a co-existence of tech- 
nology. The challenge is to 
tie these different servers 
together and make them 
available across the net- 
work," he adds. 

Such a co-existence is 
already possible between 
Unix and mainframe servers. 

The power of Rise-based 
machines running Unix is 
increasing, and Mr Pag£ says 
the Rise machines will eat 
into the traditional main- 
frame area. “Up to 96 Unix 
servers can be configured in 
a cluster to outperform 
mainframes.” 

At the same time NT- 
based servers are moving up 
to challenge those r unning 
Unix, both in terms of oper- 
ating system performance 
and hardware power. Mr 
Pag§ says that Siemens 
Nixdorf is helping Microsoft 


to develop NT. to make it 
robust in the enterprise envi- 
ronment. Scalability remains 
a shortcoming, and he 
believes it will be a couple of 
years before NT is as scal- 
able as Unix or mainframe- 
based servers. 

Later this year, Siemens 
will deliver servers based on 
the next generation Intel 
Deschutes chip and version 
5.0 of NT. “This will make it 
possible to scale up to eight 
NT servers. The arrival of 
the 64 bit Intel Merced chip 
in 1999 will further acceler- 
ate the adoption of NT in the 
enterprise.” 

Overall. Mr Pag£ con- 
cludes. the architecture of 
enterprise systems must be 
reformed to respond to the 
business needs, rather than 
to the systems needs of the 
network components. “Our 
strength is to shape services 
into customer-specific solu- 
tions using standard build- 
ing blocks.” 



Ir rakes a lot of creariviry to make todays smaller, more mobile PCs and Personal 
Digital Assistants (PDA) possible. We' re proud to play a part in those develop- 
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wireless components, touch screen technology and fiber optics — as well as 
application-specific connectors — we’re ready to help OEMs create a new gener- 
ation. In addition, our deep, global engineering and manufacturing resources 
will continue to reduce design cycles and provide luster tooling. A job we’re 
already doing for companies involved in building consumer products and 
communications, as well as PCs. What will it take to make miracles? A lot 
of what we have in our pockets at AMR 
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□on-managed data network 
such as the world wide web 
Is simply not up to the job.” 
he maintaing - 

As a result, says Mr Lar- 
sson, corporations will con- 
tinue to deploy managed net- 
works which meet tbeir 
demands for quality, and 
increasingly, the backbones 
of these networks will be 
based on the rival Asynchro- 
nous Transfer Mode (ATM) 
transmission protocol. “ATM 
has quality or service built 
in,” he says. 

Internet service provider 
Netcom is currently evaluat- 
ing VoIP equipment from 
Cisco Systems. “We tested it 
over our backbone between 
Denver. Colorado and San 
Jose, California.” says Mike 
Kallet. Netcom ‘s senior vice 
president of products, tech- 
nology and business develop- 
ment. 

“We conducted a business 
call over the Internet using a 
speaker phone, and the qual- 
ity of the call was very 
good." Market analyst Dur- 
lacber believes VoIP has sig- 
nificant obstacles to over- 
come before it can succeed 
in tbe marketplace, but adds 
there are market niches and 
segments where it will pre- 
vail. 

As well as quality of ser- 
vice. the analyst sees a need 
for regulation at all levels 
through an “international 
charter” of the sort proposed 
by the European Union. 

VoIP will be primarily 
local area network-based for 
at least two years, according 
to Durlacher, and only then 
will it begin to be significant 
on the corporate wide area 
network. Although convert- 
ing PBX software into a 
VoIP-compatible gateway is 
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‘Voice over Internet Protocol* (VoIP) technology will offer big cost-savings to business users 


relatively simple, the firm 
does not believe this will be 
widespread for at least three 
years. 

Texas Bank is already sav- 
ing $2,200 per month using 
VoIP equipment from Micom 
to link its headquarters to 
branch offices, instead of 
using toll-free "800” lines. 
The bank's customers phone 
a local number, their calls 
are then digitised, and sent 
over the bank’s intranet to a 
VoIP gateway at its head 
office, without customers 
paying any long-distance 
charges. 

"The savings have paid for 


the VoIP system in less than 
one year." says Keith Leon- 
hardt. vice-president of data 
operations. TexasBank is 
also using the system to 
carry all inter-branch voice 
and fax communications in 
compressed form, which 
frees up bandwidth for data 
connections. 

"In business terms, Voice 
over IP technology is one of 
the most exciting of the 
recent telecommunications 
developments.” says 
Micom 's Lesley Hansen. 
Telecommunications consul- 
tants Ovum believes IP's 
market share will grow rap- 


idly at more than 70 pear cent 
a year between 1998 and 
2002. by which time IP win 
be the dominant protocol for 
broadband wide area net- 
working. 

"Although the full- ran ge 
of potential applications is 
only beginning .to become 
clear - companies can 
already achieve substantial 
cost-savings and business 
quality communications 
over their corporate intra- 
nets,” says Ms Hanson. “For 
this reason alone, they 
should be waking op to VoIP 
as the future of business 
communications."- ■ 


SYSTEM INTEGRATION; Local and wide area networks • By Geoffrey ^ 


Pendulum swings back 


A new blend of 
PCs, networks 
and mainframes 
makes for the 
best of all worlds 


I n the beginning, there 
was the mainframe. It 
was a single, powerful 
computer to which many 
“dumb terminals”, consist- 
ing of basic TV-like display 
screens and simple key- 
boards, were connected. All 
the computer processing 
took place on the main- 
frame. with the dumb termi- 
nals on the mainframe's net- 
work merely "information 
drones" that could accept 
user requests and deliver the 
mainframe's answers to 
those requests. 

For years, this model of 
computing remained unchal- 
lenged and a generation of 
business computing pioneers 
grew up with the notion that 
enterprise-wide computer 
operations were designed to 
take place over a wide area 
network (Wan) that con- 
nected the entire organisa- 
tion. 

In the 1970s, the minicom- 
puter arrived - which soon 
became known as tbe depart- 
mental computer. It was 
small, sleek and powerful 
enough that it could be 
Installed in a specific depart- 
ment of a large company - 
or act as the sole computer 
in small to moderately-sized 
companies. 

Once again. It still oper- 
ated largely on a “wide area" 
model, although the nature 
of the minicomputer allowed 
that a number of different 
“minis" could run within a 
company - each accessed via 
its own set of ubiquitous 
dumb terminals. With the 
arrival of the personal com- 
puter in the early 1980s - 
and the advent a few years 
later of the local area net- 
work (Lan) that allowed PCs 
to connect to one another - 
the whole infrastructure 
began to break down. 


Headaches 


PCs brought local process- 
ing to the desktop, created 
“islands of information” (on 
PCs that were not connected 
to the Lan), created “islands 
of PCs’* (where Lans had no 
link to the Wan) and thus 
created headaches for corpo- 
rate IT managers throughout 
the globe. 

In recent years, the pendu- 
lum has started swinging 
back toward a more main- 
frame-like model of opera- 
tion. with the caveat that 
users now have vast 
amounts of local processing 
power in addition to access 
to huge amounts of enter- 
prise wide data. If done prop- 
erly, this latest blend of 
mainframe, minicomputer, 
PC, Lan and Wan potentially 
offers the best of all possible 
worlds. 

The greatest driving force 


in creating this convergence 
is the explosion of interest in 
the Internet and the World 
Wide Web - and subse- 
quently the corporate intra- 
net (an internal, secure cor- 
porate version of the 
Internet and Web). 

After years in which PCs 
were seen as a way of 
“empowering” individual 
users with great desktop pro- 
ductivity tools, the debate 
has now shifted to how that 
empowerment can be better 
served if everyone has uni- 
versal access to the maxi- 
mum amount of relevant 
data within the corporation. 

And for many corporate 
computer users, the starting 
points for this work lies in 
integrating Lan and Wan - 
and making all data held on 
both networks available to 
anyone in the corporation 
that needs it. Whether office 
bound, remote or mobile, the 
idea is that all users should 
be able to connect to corpo- 
rate-wide data held on the 
company intranet at ail 
times. 

According to Mr Tom Coo- 
per. senior vice-president at 
UK-based Vlrdata (formerly 
ATM), much of the debate 
starts with ways to make the 
connection between Lan and 
Wan. “The Lan /Wan connec- 
tion is the most interesting 
opportunity, particularly to 
help people do telecommut- 
ing or work from remote 
offices," he says. “It’s the 
first step in removing the 
deterrent Crom really inter- 
esting applications.” 

Mr Cooper soys that few 
disagree with the need to 
integrate Lan and Wan. but 
many worry about achieving 
ways to make the Lan/Wan 
data connection "fatter”. 
This is desirable so that it 
offers enough data "band- 
width” to allow everything 
from fast transmission of 
large database reports to the 
transmission of traditionally 
non-corporate data such as 
video and audio. 

In the latter case, high- 
bandwidth connections 
between Lan and Wan - and 
even via high-speed remote 
links - allows immediate 
access to video-based train- 
ing materials, marketing 
support information (such as 
online promotional videos 
and commercials) to cus- 
tomer testimonials on video. 

Cooper’s Virdata aims to 
help create that high-speed 
bridge between Lan and 
Wan by producing “inte- 
grated software on silicon" 
(ISOS) solutions. These are 
typically installed in PCs to 
enable connections to the 
Internet and corporate Lans 
at very high speeds using 
ordinary pbunc lines (typi- 
cally using Digital Sub- 
scriber Line, fibre-optic and 
cable television access). 

Mr Cooper says his com- 
pany takes this diverse 
approach to making 
high-speed connections 
because it offers the maxi- 
mum degree of flexibility in 


different markets. 

“Being agnostic (about 
which high-speed technology 
is used to make the Lan/Wan 
connection) is important - 
particularly because we 
operate internationally,” he 
says, pointing out that the 
types of high-speed links 
used to help integrate Lans 
and Wans varv widely from 
country to country. 

While Virdata is working 
with many telecommunica- 
tions manufacturers to get 
its high-speed connection 
technology built into new 
networking and data com- 
munication products, others 
are pursuing a more direct 
relationship with corporate 
clients to help make this 
link. 


Success 


Equant. the Atlanta-based 
telecom services giant, is 
aiming, for example, to pro- 
vide much of the telecoms 
“glue” that makes these 
Lan/Wan integration solu- 
tions possible. At the Net- 
world/interop network 
industry trade exhibition in 
Atlanta late last year, the 
company reported strong 
success in winning new busi- 
ness as a provider of global 
Internet protocol (IP) net- 
working solutions. By using 
IP protocols, it could take 
advantage of the Internet- 
based standardisation efforts 
already underway in many 


large corporations and 
quickly create flexible and 
effective Lan/Wan links. 

To illustrate the power of 
this approach, Equant points 
to recent work in providing 
a global intranet tor Xerox, 
which allowed the expansion 
of a remote document print- 
ing and management service 
and connected 51 Xerox Loca- 
tions. 

Other corporate customers 
using its IP networking solu- 
tions for this purpose 
include Shell and Bunn ah 
CastroL It further points out 
that the same technology 
was also applied In tbe cre- 
ation of an extranet for SSA 
(Systems Software Associ- 
ates) that allowed software 
distribution to customers at 
30 locations worldwide 

According to .Equant's 
president and chief execu- 
tive. Didier J. Delepine, tbe 
opportunity in this market is 
huge. He says his company 
is focusing on secure back- 
bone TCP/IP (the network 
communications protocol 
used by the Internet) connec- 
tivity for corporate intranets 
and the public Internet, 
remote dial access services 
for travelling corporate cus- 
tomers. and a variety of val- 
ue-added applications. 

The latter category 
includes messaging, elec- 
tronic data interchange, elec- 
tronic commerce, Web site 
hosting and firewall manage- 
ment 


Key themes for the April and May 
issues of the FT-TT Monthly Bevteff 

Wednesday. April 1 and Wednesday. May 6, 1998 


G The main focus of the April issue wffl.be IT in ; 
medicine and the health services. ' - c 

□ Other themes wifi explore developments In flexftfle ' 
working and tale working. Plus the first of a new series . 
on IT and the law. .*■ : 


□ The main theme of the May 6 Issue will be ' 

transport telematics. . - 

□ There wfll also be a focus on digital broadcasting - 

plus a section on ft in training.. . 

□ For a synopsis of the April issue, eaU the FT-fT 
Review fax-u-back service in London on 0990 209*03. 
Callers from outside the UK should dial *44 0990209 
903. Technical details on how to use this fax-tr-beck . 
service appears on page nine of this review. 

□ For detarts regarding advertising, see the FT-fr — 
Review information panel on page three. 


IT Entrepreneurs - Develop Markets in the USA 

IBDNET™ Global Business Association 
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Professor Roger Needham, Managing Director 
Microsoft Research Labs, Cambridge 
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Venture Capital. Marketing. State incentive Programmes 

and Legal Considerations. Banking 
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Business benefits come first 


hSS e a S 8 !, 0f -T re 111311 1 > 000 Per cent have 

sho»W ^ d wlth in1ranets - most companies 
should aim for more modest targets 


F or many organisations 

contemplating an intranet, one of 

rfrtwSfw? 54 reasons for 

ooiog so is the promise of big 

cost-savings over existing ways of 
doing business or publishing 
information. 

According to the market research 
p™ TC, some companies installing 
intranets have been able to achieve 
returns on investment (ROIs) of more 
than 1,000 per cent and millions of 
dollars in cost-savings. 

However, consultants caution that 
these levels of savings are the 
exception rather than rule, and that 
most companies should aim for more 
modest achievements. 

There is an additional problem: by 
focusing purely on the bottom line, 
companies are likely to be disappointed 
if the expected savings fail to 
materialise, with the consequent risk 
that the intranet project is scaled back 
or even abandoned. 

“There is no doubt that intranets cag 
achieve huge economies of scale, but it 
would be a mistake to argue the case 
for installing an intranet by projecting 
the likely ROI,” says KPMG 
Management Consulting in its recent 
report. Intranets: a Guide for Business 
Users. 

KOI projections should not be a 
substitute for a well-thought-out 


business case, says KPMG. Companies 
should focus cm arguing what the 
business benefits of the. intranet will be 
and measuring the ROI afterwards - 
rather than hying to predict it before. 

Nevertheless, ROI remains a 
tempting target. Almost half the 91 
European organisations interviewed for 
a survey on commercial intranet usage, 
commissioned last year by Tandem 
Computers, believe the ROI from 
intranets win be greater than 25 per 
cent and around one in ten believe the 
ROI will exceed 100 per cent 

A recent survey of 50 large corporate 
intranets conducted by US consultancy 
Meta Group found the average return 
on investments was 38.4 per cent 
However, there were cases were 
returns were negligible - or even 
negative. In the latter category is a 
large consumer goods company that 
spent more than $300,000 on an 
intranet that is under-employed in 
distributing company news and 
cafeteria menus. 

Another, less dramatic failure in the 
Meta Group survey was of a 
manufacturing company that installed 
an intranet to automate access to 
technical documentation but has so ter 
failed to achieve cost-savings to offset 
the investment KPMG argues the 
actual ROI achieved with an intranet 
depends entirely on the applications 


which are built on the intranet once it 
has been installed. The ROI is thus a 
measure of the benefits these 
applications bring to the business - 
rather than the intranet jperse. 

The business objectives for an 
intranet vary widely but some of the 
more common aims include: 

□ Reducing the cost of managing 
wnrt distributing business information 
by distributing it electronically rather 
than on paper. 

□ simplifying access to Information, 
to improve business performance. 

□ Encouraging discussion and 
collaboration among users performing 
sbpiiar t asks in different offices. 

□ Cutting the cost of key business 
processes using an intranet-based 
customer service application, for 
instance. 

Private network links 
agents in 225 countries 

When Boeing wanted to enhance its 
customer-service by providing airline 
customers with an online database, it 
decided to adopt intranet technology. It 
chose AeroNet, a managed intranet 
service offered by Sita, a specialist 
operator whose private-network links 
travel agents and airlines in over 225 
countries and has more than 120.000 
users. 

AeroNet allows airlines and Boeing 
suppliers to directly access Boeing’s 
database in Seattle and obtain aircraft 
engineering drawings, component 


maintenance manuals, service bulletins 
and other data for all aircraft types via 
an application called Boeing Online 
Data (or ‘Bold’). 

Before Bold, big airlines faced a • 
logistics nightmare in keeping their 
aircraft maintenance manuals up to 
date. A customer with just one type of 
Boeing aircraft requires a maintenance 
library containing 40,000 cards, plus 
30,000 annual updates. 

Airlines usually operate mixed fleets 
and so the number of cards multiplies 
and each library has to be duplicated 
in of the airline's maintenance 

locations around the world. 

Using AeroNet to access 
maintenance information online has 
allowed one big airline to save more 
than $200,000 a year per aircraft. 
Reliability is also increased as delays 
due to missing maintenance 
information are eliminated, and Sita 
estimates this translates into a $l.65m . 
annual saving for each fleet. 

Sita claims the total animal savings 
to a big airline can reach $28Qm. The 
Bold application is clearly a special 
case but smaller intranet projects hove 
produced more modest but equally 
Impressive cost-savings. 

For example, K^jspr Permanente*. a 
US health maintenance organisation, 
has developed an intranet application 
to raise productivity of its healthcare 
providers and reduce the spiralling 
costs of dedivering its services. 

Kaiser distributes comprehensive 
clinical care guidelines to all its 
primary care practitioners in an 



On board a United Alrtines' Boeing 777: Boeing’S AeroNet intranet; man aged by Ska. finks 
travel agents and afrtlnes In more than 225 countries 


attempt reduce the number of referrals 
made to expensive specialists. Several 
years ago, Kaiser began distributing 
the guidelines on paper but it proved 
too cumbersome for doctors to search 
through files while attending patients. 

The clinical care guidelines have 
been converted into web pages and put 
on an intranet accessible to Kaiser staff 
and healthcare providers. The 
guidelines are stored in an electronic 
document library and a full-text search 
engine allows doctors to quickly find 
the required guideline. 

The intranet is also used to access 
mandatory health and safety 
information, as well as handle 
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Specialist start-ups are joining the fray 

The trend towards Internet Protocol (IP) systems is irreversible - the market is growing by 70 per cent a year 

due to demonstrate the first vears. no-one would have SNA or Digital Eaufmnent's about interconnecting with around it" he reports. Nevertheless. Novi 


I ntel, the world's largest 
chipmaker with a mar- 
ket value of more than 
$134 bn, has just staked its 
claim on one of the hottest 
new technologies in the net- 
working industry by demon- 
strating a new range of 
Gigabit Ethernet products. 

Gigabit -Ethernet is a 
higher speed version of the 
decade-old Ethernet technol- 
ogy widely used to connect 
PCs together in local area 
networks (Lans). The Giga- 
bit Ethernet standard has 
not yet been ratified and 
Intel joins a crowded mar- 
ket already hotly contested 
by specialist start-ups and 
established networking com- 
panies such as Cisco, 3Com 
and Bay Networks. 

Intel has licensed Cisco’s 
Gigabit Ethernet technology 
for inclusion in future prod- 
ucts and last week It was 


referrals, book appointments and 
request repeat prescriptions. 

Kaiser spent only SI&000 on the 
hardware and software needed to 
implement the intranet with a staff of 
three to support it A proprietary 
system to access just the health and 
safety information would have cost 
more than $Lm. Meanwhile, Kaiser has 
achieved substantial reductions in the 
amount of time previously required to 
distribute the information manually. 

*The Kaiser case study is one of 
several documented in a Business 
Intelligence report: ‘Adding Value 
through Intranet Applications'; more 
details on telephone +44 281 879 3355. 




due to demonstrate the first 
fruits of this accord. 

Analysts predict strong 
growth for high-speed net- 
working technologies, such 
as Gigabit Ethernet and 
Asynchronous Transfer 
Mode (ATM), thanks to soar- 
ing demand for higher band- 
width on the public Internet 
and corporate intranets. 

These types of network 
are based on a set of stan- 
dards known as the internet 
Protocol and the inexorable 
rise of IP at the expense of 
older proprietary network- 
ing standards is one of the 
most Important trends in 
corporate computing: 

"If yon went back ten 


years, no-one would have 
predicted that IP would 
. become a de facto standard," 
says David Jacobs, director 
and cofounder of Jacobs 
Rimmel, a UK start-up speci- 
alised in intranets. He previ- 
ously managed global net- 
works at Renters, the 
financial information com- 
pany. where he helped build 
one of the largest corporate 
IP networks. 

The IP protocol started 
life in the academic commu- 
nity and the technology was 
included free with the Unix 
operating system. The busi- 
ness world originally used 
proprietary networking 
technologies, such as IBM’s 


SNA or Digital Equipment's 
Decuet, but in the late 
1980s, Unix started to 
expand beyond its academic 
roots Into corporate comput- 
ing and. with it, came the 
first corporate networks 
based on the IP standard. 

The rise of the Internet in 
the 1990s gave IP network- 
ing a big boost as the IP 
protocol underpins the pub- 
lic Internet. Companies 
quickly realised it made 
little sense to use IP to con- 
nect to the external world 
via the Internet while con- 
tinuing to use proprietary 
technologies to connect 
users inside the company. 

"Anyone who is serious 


about interconnecting with 
anyone else will use IP 
today and most companies 
now have a strategy to move 
away from proprietary net- 
working,” says Mr Jacobs. 
"By adopting IP, everyone 
can talk a common lan- 
guage." 

According to Trevor Bear- 
ing. European marketing 
director at Bay Networks, IP 
faces several challenges 
because it was not designed 
for commercial use. 

However, the weight of 
support behind IP means 
that these challenge are rap- 
idly being overcome. “IP is 
so standardised that every- 
one is building applications 


around it" he reports. 

The growth of IP has not 
gone unnoticed by the ven- 
dors of proprietary network- 
ing technology. Novell, for 
example, claims to be mar- 
ket leader in network oper- 
ating systems with its Net- 
Ware product, for which the 
company developed its own 
networking protocol called 
IPX. 

Novell says. IPX has its 
advantages over IP. “IPX 
was designed specifically for 
Lans and is easier to man- 
age <fi«ri IP," says Eugene 
Forrester, product market- 
ing manager for Novell. He 
also says IPX is inherently 
more secure. 


Nevertheless, Novell 
accepts the trend to IP is 
irreversible and the next 
version of its software, Net- 
Ware 5, due in Jnly, will 
automatically support IP as 
the default networking tech- 
nology. Novell will continue 
to support its IPX protocol, 
however. Ovum, the UK- 
based consultancy, predicts 
the IP market will grow rap- 
idly at more than 70 per 
cent a year to 2002, when IP 
will become the dominant 
protocol for broadband wide 
area networking. 

The Inexorable rise of IP 
will come partly at the 
expense of ATM, a 
high-speed networking tech- 


nology which once seemed 
the ideal candidate for maj- 
thnedia applications. 

ATM technology is 
already successfully used by 
telephone companies to 
-transport data over their 
"backbone" networks. Bnt 
the rise of IP In corporate 
networks means the net- 
working industry’s earlier 
ambition to bring ATM 
direct to the desktop now 
seems unlikely to be real- 
ised. Forrester Research, in 
the US, detects a "brain 
drain" away from the ATM 
start-up companies that pro- 
liferated In the early 1990s. 

"The flow of talent from 
ATM to Gigabit Ethernet 
speaks volumes for which 
technology will dominate 
switched networks," says 
Forrester in its Network 
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Today tne market 

is saying buy. 

Jn u world where traders make split second decisions involving millions of dollars, the power or IBM 
Ink- IHSlation can give vour people a vital edge. Capable of suppljing vour traders with online, real-time 
information, telephone communication and live video - it ran also supply foil analysis on the same screen, 
thanks to its abiiitv to run all of the most popular Windows NT trader applications, simultaneously. It's also so 
easv to manage tliat you ran install and support it. over the LAN. from one central Inration. In addition, its 
state of the art fiat panel monitors lake up less spare so you can lit muJtipJe monitors on jour traders’ desks. 
More screens mean more in formation. More information means better decisions. And for more information 
ail rou haie to do is 1 sill Isabelle Sampson on (1870 601 0137 or visit us at w-ww.ibm.com/pe/uk/inteUL<Uition 
hi Ireland phone 1850 22 00 33. 

Find out about the intefilgent Windows NT workstation from ISM. 

Call Isabelle Sampson on 

0870 601 0137 

www.pC.ibm-com/pcAjk/intellistation 
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SANDERSON 


■ Tel: 01709 787 787 

Fax: 01709 787 788 • * c g\jv. 

E-Mail: SeanH@Sanderson-cbt.co.uk 6 t* 0 *™ 0 

Sanderson is the UK's premier supplier of IT services and software with 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia. Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
industries and applications including: 


Manufacturing 
Processing industry 
Direct Marketing & Mail Order 
Finance and Distribution 
Printing industry 
Media Industry 


Local Government 
Schools & Colleges 
Fleet Management 
Airports 

Financial Management 
Healthcare 


Credit Management & Collections Multimedia & CBT Training 


Logistics and Distribution 

Hotels 

Solicitors 

Billing and Customer Services 
Insurance 
Police & Security 
Document Image Processing 


Geographical Coverage: International 


O SANDERSON 



Uinta-, • NT » MjcinfoUi * L’siX 


Maconomv (UK) Limircd 

Regal House 

70 London Road 
Twickenham. Middlesex 
TWI 3QS 

Tel: 0181-843 7000 
Fax: 01 SI -843 7001 



UNIQUE. 

SYSTEMS 


MjLiiminiy hus.ni:>> »itru.i ri - is xi-,ir .IiNMt ,iuJ hum 
sniiij'li.ini, Icjiuni.f: tin.insv. pni.t.i oonnK. .1 
rruJi.i ledger. J.sirihur.«n .in J vrthe m.nluli-.. 
and is suiliMc in» jJvtrnis>n£jnu.J».» 
prulAiinn.il hTTO?. .ind dr-in burn in siinip inK., 
Hardware Platform: UNIX. Microsoft NT 
Gungniphieal Covcrap. - : UK. US. 5ondnuvu, Eurnpc 
Application*.: Fiiunn, Joh Cutting, Distribution 
Cost: Trice on application 
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3Com 


3Com UK Ltd. Pacific House, Third Avenue 
Globe Park. MariowSLTtYL 
Tel: 01&28 897000 
Fax: 01628 897 003 


3Com Corporation has helped over 25 million 
people gain access to critical information through 
high speed networks. At the heart of the company's 
vision is global computer networking, linking large 
businesses, small offices and homes through its 
industry-leading Asynchronous Transfer Mode 
(ATM) and switching products. 3Cam's customers 
include Scottish Power, which has just Installed the 
largest ATM network in the UK, Microsoft and 
educational institutions including Oxford and 
Dublin Universities. 

Geographical Coverage: 

Worldwide 

Applications: 3 q*^' 

All sectors 


FmmhXct Lim.ktJ 
tccumyif fourthm-tcti ul 
www.fuurthnrLi.Ti.uk.' ftl 


Fourth Nel 


Do You Lock Up Your Data 
As Securely As Your Building? 

BuMnvCH-, lihiay art inw-tlng m Ultra'- >it pound- in 
Inh'rnutmi Tvdnnitiigi by dtit+'prj; sy«km, dvt cnhjna: 
ciAtiftSAuv itIku nnd pmduinvity k-vef- 


Thc ddU pawmlcd by Uie«o svailtiv. K ruarlv a> valuabk- 
Uii' crnipanh* thirn-div- in Hw jik-b-il ■.■fr.vtmni*.- 
raftmiaucalim. Agv. jcrwinti And Muhnc that ml-irmahnn 
tvmnuig .t> i-J-y x- fuming on vnir PC. Window 
provides tfu? intuitive intonate fnr u«n - the Infemcl 
pmvkita the htJus with mulnrw.iv mvk* lu vctjt iLili. 


non ! lake rhincv* protivUn*: v»ur data. wk-ct ihc product 
Out will pn.no i- iVKAnpnvnDO wrurltv. jVcurfT Hun nit 


fnmi MitXyway !Wtm<rL> nondm a raclury haidenmJ 
defnKT svslem" and tv flu 1 rah' Firewall in ite urvU hr- have 


been succeyduily teMiJ again,! the InlLTnabmul Cocnmnn 
Crilrna. 


FourtWVtt are- EO "flOl regc.len-il and unJrrJand Nctwnk 
Security MV.- provide a ecmpn-herbiw ran$^- re product-. .ini 
wTVKti to protect yrai data awots Can you afford in n-atC 


FcnuthNel Lid. Unit 2. Brook Trading Estate, 
Ocadbrook Lane, Aldershot, Hampdi ire CU124XB 
Telephone: 101253 WW4I Fa 101252) M5W 
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Case House. 85-89 High Street 
Walton on Thames, Surrey ICT12 1DL 
Tel: 01932 233200 Fax: 01932 233222 
Web.nvww.kawill.com 


Kewill Systems is a leading supplier in the UK. 
Europe and the USA for Dynamics Accounting 
and the integrated 30- Manufacturing/Supply 
Chain management modules utilising Microsoft 
NT, SQL Server and Small Business Server 
technologies. Kewill is also an Internet services 
provider for system integration and security 
services for the commercial InterneL Kewill will 
be exhibiting at SoFtworld in Accounting <*-5lh 
March, Earls Court 2 on stand 4 OB and 
Softworid far the Supply Chain 18- 19th March 
NEC on stand 354. 


Hardware/Compatibility 

Microsoft Windows 95. NT Server and SQL 

Server. Novell. Client Server. DEC Alpha. 

GeorgrapMcaf Coverage 

UK. Europe & USA. 

Applications 

Accounts. Manufacturing, Warehousing. 
Commercial Internet, Supply Chain. 
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JBA Sy*tom 21 
Software that 


fits 'rVur business 




call: +44 (0)1789 200390 

visit: www.jbaworld.com 
Please quote Set. Ho FW398 



AMACOM TECHNOLOGIES LTD 

Amacom House Teh 0181 993 7373 

13 Alliance Conn Fox: 0181 093 2141 

Alliance Road cnquirics^anucoai-rcduuni. 

London W3 ORB ffwwjnaai m-rcch^o m . 


Flipilisl- is i port j We dan storage unit powered directly 
rrum the inxcbonk or deslcrop cnnipmct It incorporates 
iir own unique Flip PC Card design, nuking hartenes, 
inrerljce cables and numv adaptors redundant, ii has j 
c-ipactry .if up ro b. 4 tih and dara rransfer rate ul SMh 

lice. 


Hardware/ Compatibility 

PC with Type II PC Card slot or parallel port 

Geographical Coverage 

Worldwide 

Cost 

£335 - £SS S + VAT (2.8Gb - (L4Gbl 
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net 


names 


NelNames are the premier registrar of Interne! 
Domain Names in over 200 counlries. We have 
been selected as one of the few registrars for the 
new generic Top Level Domain Names IgTLDsl 
available in the spring [.web .shop Am info .arts 
rec nom). 

Visit the gUD.com web siie where you con find 
out more about these new names, and submit 
applications for them before your competitors do. 


NetNamesUK 

180 -182 Tottenham Court Road, 
London W1P9LE 
Freephone 0800 269049 
FOx: 0171 291 3939 

Wob rite wwwaNftMnMMxuikand www-gHdxom 


INFINIUM SOFTWARE 


If FIN IUM 

SBMWIlt 


VLc 3rc a major hmujiiirac IT .•pvTjh.r iccrtinoltid NP EN ISO 9001 1 with partnerships woridwidt 

Analysts/Programmers 

(YEAR 2000, EURO) 


Crosby House, Meadowbank, Furlong Road, 

Bourne End, Bucks SL8 5AJ 

Tel: 01628 850850 

Fax: 01628 850243 

email: maggie_chiIds(S'inflniuin.com 

www.iDnnium.com 


Delivering the right solutions to help businesses grow 


Infill mm Sofru-zn? is a leading pTraider of uhjcct cncnicd client, set icr firMnual. human resiiuiccs payroll, nulcnals 
manaennetu. and prwevs manulacniring buMnev. application software. Inllnium Software 1 ' highly wabble emerpnw hu-an-sv, 
siilunons arc designed fo help tupb-prowiti. mid-sired compjniijs meet rfieir tni'incv rhallcnce-t by Jducnni: cxceprinrul 
functranaliiy through the iniunranve use of lechnulngje. -m ibe ISM AS. JH0 and Mh.*nxon Windws NT pUi r.-rm-. Thu orropany 
delncn hqdily funcruinaL easy -co-use appIkAinnns ihir micjrraie etTcvmufy wnbin ntndum JivnhmuU IT-ucttiiucium. 

Infiniums salunoos. are developed for rapid. Imt-coa nnplemciiLiliun, uuh ihc dixiibilily and upennus-. ii> fjcilrtaie inlej. , iatn<n 
with business applications (tom >xhci vendors The company provide, hustnus, -Jiihiarc iKil rev.ipmso the cumpkn. and fasi 
chanpn£ rcqinrcmems or narimul and muitiKifiojul nrsanisauniu and fnfimum rurrenih has cner mm cu. lamer, fnun j « ufe 
sandy of Industrie', around the world 


• IBM- MVS, AS400, COBOL, C1CS.RPG 

- DIGITAL - UNISYS 

• ORACLE - MICROSOFT - SAP 

Wi_- can supply, for your projects, specialised IT professionals even in old languages/systems. 
Jusl call, fax or e-mail us, and we ll he pleased io quote ^u a professional for the period you 
wish. Our professionals speak English and most of them have experience in Bank' and 
Insurance fields in International project*. . [f : ~ 

For more information, call Fatima Abrcus on 

NBO - IT RESOURCES NovaBase Group 

Av. Antonio Jose dc Almeida 5F 7 - 1000 - Lisboa - Pbrtugal 
Tel: 351.1.7959157 Fax: 351. 1.4105 102 E-Mail: asfwnoinbase.pt 


IT Solutions from 


For more information: 


«%»r 2000 * On(«nrti»g Strraz MufejfAim 

RnufataM. ********* 

•««»*» INDIA 

•SSHffng Simas ■9w»ritocg*ri 

•taModifaih UIL 

•Sfsn*bs*gnaton (tna UAE 

•S*— ZuC 

IritfDdHotain •tHlnhtip+m USA 

UK - Story House, 59A Egfami High Street, 

H E^hh, Surrey TW2Q 980 
Tet (44)1 784 497042 
Fuc (44)1784 497043 
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Pegasus Software Ltd 


Orion House. Orion Way. Kettering. 
Northants, WN15 6PE 
Tel: 01536 495000 Far 01536 495091 
Website: httpyAvww.pegasus.co.uk 


Angus McLOON.Nessie expert, 

injured on expedition. 


Pegastn is one of Hie leading suppliers of 
accounting and business software in the UK. 
Pegasus Opera integrates the finance function with 
management information. Add integrated Conuci 
Management via Pegasus Connection: 
Manufacturing from Pegasus Operations: 

Electronic Commerce with Pegasus Edition; Retail 
Solution tram Pegasus PayPolnt tor a total 
business solution. For small and growing business 
we have our Windows based Capital Family of 
products. 


A':„s vc_;:- •.•. = = :--r ;a . '.-*=? - :c£. C^'roo.'c ~~ sc. o~t-: .;-i 
~ c'<:e* -r et‘: c«~£*ic .--c-s • •- z: 

z z, ?~z £ ~:~z ~3:ze r ^zz:- N-:<is c-v :: --e zzzs-. ‘-z~ r-ec" 

Cc?-?'-e-j si, ^'ZrZ ’“Z "z~ ye z^z-e . ~--z'z c-. *:i 

: '• -.vi:e' £ ‘z.-.v c ; :■? 

A-;.: SZ3Z-: 'C :’Z~ !' £'« 5= i 'C:“ ft 

5.C-? :ZZ~S3‘i~ : ■■■2Z ~Z $$2:Z~ 

C - ::3B £ ZZ "z'yi £e:2.i$ -? ir ~z, r - c cc c-ttr-y 
7=' Z~~zc ::Z‘. Z' ^3 3 ZzzZ z~?. ■ "Szzz ZC _< 


Hardware/Compatibility 
DOS. Windows or 
Networking solutions 
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PfOtBaakinW PItlltey Syatema, Gteteab Bwrineaa Ptelc. Albert Drive, Woking, Surrey CMJ 21 SRW. 



What’s in a name? 


If the logo at the base of this ad seems unfamiliar - 
you're right It is. Yet the company it stands for is 
an established, respected, fast-growing provider of 
retail supply chain software solutions. 


retailers. Our vision was single-minded: to deliver 
integrated solutions that advance our customers' 
competitive position. 


We deliver richly functional products today, and 
we’re actively committed to research and 
development to meet the challenges of tomorrow. 


AH in all, we've made quite a name for ourselves. 
It's called Armature. 


Armature was founded in 198S as the British 
American Consulting Group - by retailers, for 


Now. with operations in North America, Europe and 
South Africa, we are firmly established as a leader 
in integrated retail supply chain technology. 


As a result, same of the world's foremost retail 
organisations and consulting firms choose us to be 
their technology partners. 


A^MATIRE 


Integrated ReuR Solutions 


Armature Limited, 1 Arlington Square. Downshire Wav, Bracknell. Berkshire. RG 12 1WA United Kingdom Tel; 0IM«, <.o*2Q0 Fa*: 01*44 40*222 


www.armariKe.cam 


Accounting & Business 
Software 1 

- 

BACG - A single-minded 
vision 

14 

Integrated Software 

3 

Maconomy for organisations 
in service and distribution 2 

Accounting, Manufacturing 
and Commercial Internet 6 

Business Applications 

8 

Internet Domain Name 
Registration 

10 

NBO - IT Resources 9 

Accounting Software 12 

Computer Networking 

4 

IT Solutions 

11 

Network Security 5 


Visual Communications 




mm 


OBrtH sr.Tr 


WaHlCflKW 1 


t.via-assTzz: 
sows-. 3i=Ar> 


aptfRfl.n v 


Cataari ■ 
PBBe'liUKT 
%e*jK*ii:> ?: =.■ 
ife. ltt?T 

^ntd^:“r. • 
SkutbIu-j--.-. 










leu, 


^fii -J,? • 

V ou„ i . 


*- • 

h-J hsh. . : •• 


feTSi- ' 

iC-C::. ■ .. ■ 

• * .->*.► . ' 


















ItHTS 


expert, 


jm£- tr W" 
5mA 10 




iATt« 





CBHTRAU S««rr . Byvjohn^Kav^K 


r] . :-r\ 57 ?.»t + 


SV-ii'SaSMKSs 


Moving back to the future 


The shift from departmental to 
central control of IT systems is 
helping to control costs and hpraldii-.c . 
changes m company structures ° 


B osiness computing is 
goin g back to the 
firtore. The dispersal 
of computing to business 
departments with their own 
local systems is being 
reversed, back to the central 

rr operation of the 1970a and 

1960s — to such an extent 
that research organisation 
Meta Group has haiiod 199a 
as “the year of consolida- 
tion". 

Curiously, the very suc- 
cess of distributed comput- 
ing" is one of the forces pow- 
ering this move. Equally 
curiously, some observers 
believe that taking control 
.hack to the centre win actu- 
ally improve the much critic- 
ised relationships between 
IT and user staff 


Research throughout the 
test 12 months shows how 
much computing is being 
centralised 

. IBM says . more than a 
quarter erf its big customers 
worldwide are consolidating 

work from smaller machines 

to bigger central computers. 
Meta Group says 40 per cent 
of its customers are doing 
the same. . 

A survey of UK IT manag- 
ers by the information 
systems company, Mobius 
Management Systems, last 
year found that three-quar- 
ters thought data processing 
was becoming- more central- 
ised. 

And research by the data 
storage specialist EMC 
shows the number of IT 


managers taking control of 
critical systems bag grown 
from 86 per cent to 92 per 
cent in a year. 

“The growth of distributed 
computing and the associ- 
ated system management 
issues are key reasons for 
this significant trend," says 
IBM manager Lee Bonham. 

"An application system is 
put on a departmental com- 
puter, typically running 
under the Unix operating 
system, or on the local office 
network. The number of 
users grows, then other 
departments see it and repli- 
cate it on their computers. 

“Meanwhile, departments 
are replicating their local 
data at the centre, for 
back-up. security and print 
man a ge ment The central IT 
department has established 
processes and discipline in 
these areas. 

“Afl this m e ans that com- 
panies get to a point where 
it is easier and cheaper to 


STUD*: Sofc^e rnanagement • By Geof-ge Bfacfc - .' 

Outsourcing deal to 
aid insurance group 


Logica manages 
the Polaris IT 
system in a £14m 
seven-year 
contract 

P olaris, the UK 

insurance industry 
consor tium, claims 
that outsourcing its 
applications has helped to 
Strengthen imposition 
against tfirect underwriters. 

Last year it handed over 
the management and 
development of its 
.anpheataans software to. 
Logica, one of the UK’s 

leading computer 

consultancies. Logica Will - 
manage Polaris's systems 
over seven years in a £J4m . 
contract. . 

Tim Ablett, a director of 
Polaris; said the move had 
contributed to maintaining 
the market share afthe : 
tradittoaitlbiiEinessaDA • 
reversing the losses to tibe 
direct sector. . . 

Polaris was setup inl99& 
by seven insurance ".'i ' 

companies; membership has. 
been reduced to six by the 
merger of Royal and San 
Affiance. 

C oncerned about the 

growing threat of direct 1 
selling, especially of motor 
policies, they wme 
determined to improve the 
e ffi c ie ncy erf their processes 
and bring down their costs 
in line with those of their - 
new aunpetitotrs. 

Tfaeaim was to create a . . 
common platform for new 
software for licensing to 
insurers and software 
bouses, instead of letting 
each software house nse its 
own development methods. 

In the past, insurers had : 
used a number of software 
bouses to develop their 
produ cts, each software 
bouse using its own 
methods. This approach 
ptsbed np the cost of 
taringlng new products to 
market Also the software 


measure of control ov® the 
production and distribution 


worried the Insurers- 
Polaris’s plan was to 
develop a single platform of 


tynr pfca tp* and form ats to 
help tesurers and software 
houses to bring products to 
market more 
cost-effectively. 

The single platform 


up- the process. 


eliminate a 


cut costs substantially. 

As a consortium the 
members of Polaris did not 
want to invest in bulldinga 


large infrastructure for the 
project, so at first they 
relied heavily on 
consultants and contract 
programmers to develop the 
new systems. 

The volume of software 
grew more rapidly than 
expected as the initiative 
expanded from motor 
policies to household. «™»n 
business insurance 
other lines. 

Soon, managers found 
they were more engaged in 
running a software house 
than an insurance business. 
Too much time was spent on 
looking after the system and 
not enough on selling to 
insurers and brokers. 

“It became clear that the 
group needed a partner to 
maintain and develop its 
systems,” says Mr Ablett 
“So, two years ago Polaris 
invited bids for outsourcing 
.suppliers to take over its 
systems. The hardware was _ 
irrelevant; the value was all 
in the s of t war e. What we 
wanted was a very 
professional company with a 
good understanding of the - 
Insurance business to take 
responsibility for the future 
of our software.” 

I t was considered 

important also' to have a 
supplier which had the 
flexibility to cope with 
flu ctuati ons in demand for 
resources, lie notes. 

Logica bad not been in the 
business of applications 
management far very long, 
but then nor had anyone 
d«ift Up to then outsourcing 
contracts had been mainly 
about taking control of 
hardware assets. The 
company’s main claim to 
expertise in the software 
m a na g ement area was 
having run commercial 
systems for BP Chemicals. 

Before the contract was 
signed, the two sides spent 
much time designing a 
service level agreement that 
covered every aspect of the 
fnck, with measures of 
performance far each 
category and paints at 
which the terms canid be 
varied. 

A number of Polaris 
contractors were then 
transferred on to the staff of 
Logica. There are now 
around 30 people tm the 
team working at Polaris’s 
head office in Chel te nh am . 

Steve Burnett, service 
delivery director for 
Logica's outsourcing 
b usine ss, says the bfegest 
task in taking over the 
system was to meet all the 
key people in tbe 
organisation and ensure 
that the expert knowledge 
is their heads was 


transferred on to the 
system. 

The next step was to 
ensure that all the software 
which had been developed 
was lu(ly documented. 

Mr Ablett says the 
strategy is working. "In the 
past 12 months the brokers 
have answered back to the 
direct veidars. The indirect 
market has held up, if not 
increased its share," he 
says. 

At the same time Polaris's 
managers have been freed to 
spend more time on running 
the business and winning 
new customers. The number 
of in surers who nse Polaris 
to get their products to the 
brokers has grown to 
around 23. which represents 
around three-quarters of the 
UK market 

Last December, Polaris 
signed up AA Insurance, the 
biggest brokerage customer 
for the company so tar. 
Pblaris will deliver updates 
on a wide range of 
insurance products to AA 
Insurance’s branches 
countrywide. Now Polaris is 
on the verge of a merger 
with CLHL another 
industry group which is 
aimed at automating the 
commercial property and 
commercial motor insurance 
sectors. This looks likely to 
add greatly to the volume of 
software maintenance and 
developmesiL 

Logica is easing Polaris’s 
progress towards achieving 
the frill use of electronic 
commerce in the insurance 
industry, says Mr Ablett 

There is a lot of work stfD 
to be done in the next few 
years to move the UK’s 
insurance brokers to full 
electronic trading. Although 
around 80 per cent of new 
business in the motor 
i ns uran ce sector is now 
done electronically, most of 
the policy renewals are noL 
Also, household policies and 
other personal Izoes lag well 
behind the motor sector. 

Brokers still need to be 
able to receive a wide range 
of current products at the 
point-of-sale and to confirm 
deals on the spot, as is 
common in the direct 
insurance sector. At present, 
some still take several 
weeks to confirm their deals 
to customers. 

But by the end of nest 
year most larger brokers 
should be able to confirm all 
motor and household 
policies on the spot. 

Logica will be driving the 
development of these 
systems and wQl be judged 
largely on how successful 
they are in sustaining the 
badnesses of the insurers 

and brokers. 


New market emerges 



ftwapravtonsiw 
Strategies report. Siemens 

GBC Commnn* catlon 

Systems, a leadtog triecoms 
equipment supplier, behews 
'oSteSe ATM wfil become 
an pervasive in the pubHc 
network over 
decade, its roll-out tasw® 
businesses will take place 

demanding application su^ 
as videoconferencing _ ^ 
desktops, 

believes It is overtoil for to? 
applications that most 
pSple currently run on 
-their desktops- , 

-Today, ®*beniettechnoU> 
®es «it-perform ATM-baseu 


technologies from a simple 
price perspective and perfor- 
mance is not an inu In 
many instances,” says Steve 

Swinburne, marketing mac ' 
ager at Siemens. 

Analysts share the view 
that ATM will have diffi- 
culty ousting Ethernet from 
the desktop, partfcuto&J* 
the oerfonaance limitations 
Ethernet 

have been overcome wits 
developments such as 
“switched Ethernet” - *tuc& 
gives each desktop oompotej 
a dedicated bandwidth of 10 
megabits a second. 

With the original Ethernet 
standard, that same amount 
Of bandwidth had to be 
shared by all network users- 


Gigabit Ethernet is the nest 
evolution - one gigabit 
equals roughly a thousand 
megabits - and the number 
of start-ups specialised in 
this new technology has 
mushroomed. 

Networkin g companies do 
not want to risk missing out 
on this new market. Bay- 
Networks acquired one such 
start-up. Rapid City Commu- 
nications, for 5155m in June 
last year. “ATM is still grow- 
ing and has the advantage erf 
resilience and redundancy,” 
savs Mr Dealing or Bay Net- 
works- “But Gigabit Ether- 
net has the advantage of low 
transition cost and you can 
plug it in to an Ethernet net - 
work-"* 


manage the sys tems fin d tho 

data at the centre.” 

Mr Bonham also believes 
companies have been disap- 
pointed by the client/server 
trend of the late 1380s and 
early 1990s. He has research 
by International Technology 
Group showing that only 16 
per cent of such projects 
have been completed on time 
and to budget, with 53 per 
cent being finished outride 
budget and schedule and 
with fewer features than 
specified - and 31 per cent 
being cancelled. 

The EMC research adds 
another dimension to this. 

EMC says the trend is 
gathering pace because IT 
directors are under growing 
pressure to provide informa- 
tion to those who need it, 
when they need it, regardless 
of the system the informa- 
tion originates from. 

The trouble Is that those 
earlier moves to distributed 
systems and user depart- 
ment autonomy mean 
almost 90 per cent of sites 
are now moving or consoli- 
dating information among 
different machines. This 
movement and consolidation 
are needed because, of 
growth in data warehousing 
and executive information 
systems which draw on data 
from production systems. 

Indeed. 46 per cent of 
those questioned said such 
transfers were consuming 
more than a fifth of their 
mainfr ame power - anri 10 
per cent said this activity 
took up as much as half 
their mainframe capacity. 

As a result, almost 70 per 
cent said they now preferred 
consolidated corporate stor- 
age to having significant 
storage attached to individ- 
ual distributed processors. 


More than 70 per cent 
reported rapid or very rapid 
growth in storage. The main 
reasons were data warehous- 
ing, company-wide applica- 
tions using program pack- 
ages from suppliers such as 
SAP, Baan and Peoplesoft, 
plus bigger customer 
records, and electronic com- 
merce over the Internet, 
Almost half the managers 
wanted to replicate any cor- 
porate databases that were 
accessible by outsiders over 
the Internet so that their 
company still had a private 
version secure from hackers. 


M eta Group backs 
EMCs findings. It 
says distributed 
data is growing by more 
than SO per cent a year, and 
an absence of software for 
managing scattered storage 

is hi g hli gftitrrifl ' thp value Of 

control from the centre, 
where the storage market 
leaders are focusing their 
product development 
IDG, the research group, 
has studied the traditional 
arguments for mainframes 
and found that IT specialists 
in the US still rate them 
highly. 

The mainframe scored 
between 7.8 and 9.0 oat of ID 
on software availability, reli- 
ability, expansion, system 
management security, data 
integrity and disaster recov- 
ery. with Unix and PC net- 
works scoring between 5.1 
and 7.L 

IDC says the long history 
of the mainframe wwwmw that 
costs are predictable and sta- 
ble for more than 200 active 
users, bnt higher and less 
predictable below that num- 
ber. With Unix systems the 
reverse is true: costs become 
less predictable and “signifi- 


cantly higher” when the 
number of users tops 200. 

There is some uncertainty 
here; separate research by 
International Technology 
Group pats Unix costs 
higher even for 100 users, 
with the gap widening above 
500 .users. 

Shifts back to the centre 
are also supported by tech- 
nology developments. 
Arthur Parker, IBM's Euro- 
pean general manager for 
mainframes gays new hard- 
ware technology (CMOS) has 
brought “dramatic reduc- 
tions” in costs. 

At the same time, IBM and 
other mainframe suppliers 
now also support Unix and 
Microsoft’s NT operating 
system to varying degrees 
on their machines, enabling 
distributed systems to work 
with and even be transferred 
to the central computers. 

In addition, there is much 
interest in network comput- 
ers; typically screens and 
keyboards which use a big- 
ger, distant computer for 
storage and processing. If 
there is a trend back to cen- 
tral computing, these 
devices are emerging at just 
the right time, not only as 
possible replacements for 
PCs but also as upgrades for 
the huge number of tradi- 
tional dumb terminals still 
in use and overlooked amid 
all the PC hype. One esti- 
mate has it that there are 
still 30m of these in use - 
already promoting the Idea 
of central computing. 

Lee Bonham at IBM also 
points out that “enterprise 
computing” is now a catch- 
phrase for departmental 
systems suppliers including 
Sun Microsystems, Compaq 
- not least following its 
takeovers of central com- 



Inslsnt information: rows of computer screens at the Tokyo Stock 
Exchange; IT departments are under growing pressure to provide 
Infor ma ti o n to those who need ft, when they need it, regardless of 
the system from which the Information originates. 


puter suppliers Tandem and 
last month Digital Equip- 
ment - and even Microsoft. 

Last year. Microsoft made 
much of a demonstration of 
the power potential of clus- 
tering large numbers of com- 
puters running its NT oper- 
ating system, and it has 
great hopes of the next ver- 
sion of NT, due out this 
year. 

If costs, management, data 
storage and faster access to 
corporate information do not 
push still more organisa- 
tions back to central com- 
puting. Meta Group has an 
extra and rather different 
reason. 

It believes the move from 
departmental to central con- 


trol will start to break down 
company structures and pro- 
duce “process-driven, hori- 
zontally integrated teams to 
lead business evolution and 
the creation of the enterprise 
data centre”. 

Distributed and central 
support organisations will 
came together as pragmatic 
business-based managers 
assume key roles in IT, adds 
Meta. If moves from distrib- 
uted to central computing 
can at long last get business 
and IT people working 
closely together in tins way 
to exploit technology, this 
apparently ‘backward step' 
really will take business 
computing into a new 
future. 
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i 'MCMBMiJB Etoiiabfe ^ desktop machines • By Paui Taylor 


Technology gap narrows 


The value of portable personal computer 
sales is expected to more than double to 
nearly £ 80 bn by the end of the decade 


M obile computing has 
entered the corporate 
mainstream as a key 
business tool to enhance prod ac- 
tivity and provide the additional 
flexibility needed to stay ahead 
in an increasingly competitive 
environment 

Indeed, for a growing number 
of employees, a portable PC is 
viewed as a viable alternative to 
a desktop machine. “Notebook 
computers are Increasingly being 
used as desktop replacements,” 
says Dirk Gates, founder and 
chief executive of Xircom, the 
US-based connectivity specialist. 

Xircom's latest PC cards com- 
bine a 56Kbps modem, 10 /lOOMb 
fast Ethernet interface and GSM 
connectivity all in a credit-card 
sized package making it easy for 
corporate notebook PC users to 
use the same machine in the 
office, on the road and at home. 

Two other factors making por- 
tables an increasingly attractive 
alternative to desktops are the 
shrinking price premium 
demanded for mobility and the 
narrowing technology gap with 
desktop machines. 

Just a few years ago, a portable 
machine cost on' average almost 
three times the price of a compa- 
rable desktop. There is still a 
price premium, but at the entry 
level, in particular, it has nar- 
rowed considerably. It is now 
possible to buy a top brand-name 
notebook PC built around a Pen- 
tium 166MHz or 200Mhz MMX 
processor with a 12-inch TFT 
screen for around $2^00. 

Meanwhile, the technology gap 
between notebook machines and 
their desktop counterparts has 
also narrowed significantly over 
the past three years. In particular 
Intel has begun to use the latest 
0.25 micron process technology to 


address the portable market. 
“That is quite different from 
three years ago," says Hans Gei- 
ger, in charge of Intel's European 
operations. 

As a result portables have 
almost caught up in performance 
terms with desktops. In particu- 
lar, when Intel's new MMX chip 
was launched last year, portables 
using the new technology were 
unveiled on the same day as their 
desktop counterparts. Similarly, 
the first notebook machines 
based on Intel's new portable ver- 
sion of its flagship Pentium fl 
processor are expected to be 
launched next month. 

The development and sales 
cycle has also caught up with 
desktops. For example. Alan 
Thomson, in charge of Toshiba’s 
booming UK subsidiary, says the 
portable PC market leader usu- 
ally operates on 3:6:1 model - 
three months to develop a prod- 
uct, six months to sell it and one 
month “to wind it down”. 

As Gartner Group analysts 
note, “notebook products will 
only be profitable for the first 
few months of their life” Such 
tight schedules have taken a toll 
on some manufacturers. Fast 
product cycles demand high lev- 
els of research and development, 
particularly in the portable mar- 
ket where there is a premium 
placed on miniaturisation, low 
power consumption and weight 

It can also mean pressure to 
reduce testing - one reason why 
the “dead-on-arrival” rate for 
notebook PCs is much higher 
than for desktops and why note- 
book PC vendors - many of 
which rely upon Taiwanese con- 
tract manufacturers for their 
OEM machines - sometimes 
experience quality problems. 

There are exceptions however, 


to this hectic sales cycle, particu- 
larly in the growing public sector 
market and large-scale corporate 
deployments where a consistent 
and standard platform is often 
more important than being on 
the- cutting edge of innovation. 

Indeed, most portable PC man- 
ufacturers have developed a 
tiered approach to the market, 
typically combining entry level 
machines with 12-inch or larger 
DSTN colour screens and full- 
function high-end notebooks like 
IBM's ThinkPad 770 mac hine 
which boasts a 14.1 inch TFT 
screen - larger than many stan- 
dard desktops. 

“There has been a very clear 
segmentation of the market," 
says Andreas Barth, who over- 
sees Compaq Computer's Euro- 
pean operations. Similarly Intel's 

Millions of 
mobile workers 
are demanding 
increasingly 
sophisticated 
communication 
systems 

Geiger suggests there are three 
distinct segments, full notebooks, 
sub-notebooks that are either 
thinn er and lighter or smaller 
than full-sized notebooks, and the 
emerging handheld market- 
while Intel has moved quickly 
and effectively to capture the 
notebook and sub-notebook mar- 
ket, Mr Geiger acknowledges that 
the architecture of the handheld 
market is still in flux. Reflecting 
this the leading handheld com- 
puters including Psion's Highly 
successful machines. 3Com's 
PalmPflot and the second genera- 
tion Windows CE machines all 
use different microprocessors and 



operating systems. 

At least in the mainstream 
notebook market, the basic plat- 
form is now established. The lat- 
est high-end notebook machines 
come with fast “Tillamook" Pen- 
tium 266 Mhz MMX microproces- 
sors, high speed integrated 
CD-Rom drives and large, bright 
13 or even 14-lnch LCD screens. 

Increasing numbers of 
machines have also adopted a 
modular design allowing for 
example, the interchange of a 
second battery pack, a CD-Rom 
drive, a floppy disk drive or even 
an Iomega Zip drive. 

It is these features - together 
with the connectivity options 
provided by the standard PC -card 
devices - that have helped porta- 
ble PCs manufacturers like Tosh- 
iba, Compaq, International Busi- 
ness Machines and Dell make 
steady inroads into the desktop 
market. 

But while full size and "full 
function” notebook PCs account 
for the bulk of sales, the market 
is also broad enough to encom- 
pass alternatives. One group of 
Tnachinps is aimed at being ligh- 
ter or smaller than their counter- 
parts. These machines range 
from Toshiba’s highly successful 
Portege “sub-notebook" series 
and Its even smaller Libretto PC 
to the ultra-thin machines sold 
by among others, Digital Equip- 
ment and Fujitsu. 

The success of the Libretto in 
particular has taken even its 
manufacturer by surprise - Tosh- 
iba has just launched an 
upgraded version of the machine 
equipped with a Pentium 120MHz 
processor and 1.5Gb hard drive. 
By the same token, both Digital’s 
Ultra 2000 and Fujitsu's Lifebook 
machines have helped their man- 
ufacturers secure a slice of the 
highly competitive portable mar- 
ket - Fujitsu in particular bas 
been growing its market share in 
both Europe and the US. 

In the handheld market. 
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business unit has just upgraded the service with its 'PortMaster Three' integrated access server 


Psion's powerful Series 5 
machine and machines from Phil- 
ips. Hewlett-Packard, Casio and 
others built around the second 
version of Microsoft's CE operat- 
ing system have extended the 
range of portables. These 
machines, unlike electronic 
organisers and other rivals, are 
fully functioning PCs with com- 
munications options and special- 
ist software designed to syn- 
chronise their operations with 
desktop machines or head -office 
databases. 

About one in every three PCs 
sold in the US and one in every 
five in Europe is a mobile 
machine. 

Meanwhile, the value of portable 
PC sales is expected to more than 
double from £30 bn in 1996 to 
□early $80bn by the end of the 
decade, an 18 per cent compound 
armnai growth rate, according to 
a study of pen, palmtop and note- 


book computer, prepared by 
Frost & Sullivan, the market 
research company. 

This demand is driven, at least 
in part, by companies replacing 
desktops with portables sold with 
PC Card network devices, dock- 
ing stations or port replicators 
enabling them to easily integrate 
with corporate networks. For 
example. 65 per cent of Dell's Lati- 
tude machines are sold with port 
replicators making them “net- 
work ready". 

By the end of the decade, 55m 
users will work outside the 
boundaries of the enterprise and 
without benefit of local area net- 
work or high-speed wide area net- 
work connections at least 20 per 
cent of the time, according to 
Gartner. These users include 
both remote workers (telecommu- 
ters) aS well as truly mobile 
workers - for example field ser- 
vice technicians. Within a few 


years, more than 75 per cent of 
so-called “knowledge workers" 
will be “location-independent", 
predicts Gartner. 

This increasingly itinerant 
workforce is demanding increas- 
ingly sophisticated communica- 
tions. Among the options, .data 
cards which enable portables to 
be used In conjunction with stan- 
dard GSM telephone handsets 
have become popular, as have 
packet-data networks for 
handheld machines such as those 
used by parking wardens, meter 
readers and couriers. 

Compaq Computer launched 
another option launched last 
month in Europe. The wireless 
card plugs into a standard Type 
HI PC-Card bay and provides a 
data link over pan-European 
GSM networks and those in other 
parts of the world including Aus- 
tralia. New Zealand, Singapore 
and Hong Kong. 
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HAND-HELD COMPMJERS • By Christopher Price 

Market; shows signs 
of fragmentation 


The gap widens 
between true 
hand-held 
computers and 
mere ‘organisers’ 

T he launch this month 
of two new hand-held 
computers, to be 
unveiled this month at the 
CeBIT trade fair in Hanover, 
In an already crowded 
market, might be cause for 
concern for existing 
manufacturers. 

Yet the popularity of 
palm-top devices is such 
that even a flurry of 
entrants in the past year has 
failed to dent the fortunes of 
the leading manufacturers. 

Figures from Dataquest, 
the market research group, 
underline this trend. From 
an estimated 2 m hand-held 
units shipped worldwide in 
1997, Dataquest forecasts an 
increase to 5m a year in 
2000 , jumping to 8m in 2001 . 

The increasing range of 
devices is being driven by 
the rapid changes in 
technology. This has led to a 
growing sophistication - 
widening the gap between, 
true computers and mere 
organisers - and an 
increasing fragmentation of 
the market. 

“The hand-held market is 
changing and starting to 
segment," says Colly Myers, 
managing director of Psion, 
the world’s biggest 
manufacturer of hand-held 
computers. “Different 
companies are addressing 
different areas of the 
market. New technological 
developments will only add 
to this.” 

He points to Psion’s Scries 
5 computer, which he argues 
is aimed at a different 
audience than 3Com’s Palm 
Pilot, which, while a 
proficient organiser, does 
not have the same 
.computing abilities. 

W here Psion has 

un arguably faced 
head-on 

competition has been from 
those computer 
manufacturers which have 
adopted Microsoft's CE - 
“consumer electronics” - 
operating system. Casio, 


Hewlett Packard and Sharp 
have all launched hand-held 
pro ducts using CE. 

The CE platform is also 
' 'being used for Palm PC, a 
1 ntw operating system from 
^Microsoft which has been 
' licensed to several 
"operators, including Casio, 
Philips and LG Electronics. 
Hand-held products using 
Palm PC, which does not use 
a keyboard, are expected to 
begin shipping shortly to 
tackle the successful market 
niche carved out by 3Com's 
Palm Pilot. 

The success of 3Com is 
reflected in the latest 
figures for units shipped in 
the European hand-held 
market from IDC, the 
market research group. 

In the first half of 1997, 
Psion’s share slipped from 
47 to 41 per cent. There 
were declines, too, for the 
other two big hand-held 
manufacturers, 
Hewlett-Packard and Sharp, 
down from 17 to 15 per cent, 
and from 18 to 13 per cent 
respectively. 

T he chief beneficiary or 
the foils was 3Com, its 
share doubling to 28 
per cent The Palm Pilot 
organiser differs from most 
of its rivals because it uses a 
stylus for inputting 
information, rather than a 
keyboard. While this 
reduces its size and weight, 

it also limits the range of 
functions - such as word 
processing for example - it 
can carry ouL 
Instead, Palm Pilot 
concentration on the 
functionality of the product, 
and in particular its 
integration with a user's PC, 
has found a large niche. 

“The Pilot is positioned as 
an cxtentlon of your PC, not 
as a replacement,” says 
Neville Street, 3Com’s 
genera] manager of 
European soles. “You would 
not usually have a Pilot if 
you did not already have a 
PC." 

3Com Is tackling the 
threat posed by Microsoft’s 
Palm PC with developments 
of Its own. It is working 
with some 3.500 software 
developers writing new 
programmes using Palm OS. 
the Pilot's own operating 


system. It is also seeking 
partnerships with other 
manufacturers. 

The fruits of two of these 
will be unveiled in Hanover. 
One is the IBM Workpad.'a 
hand-held computer aimed 
at the corporate market 
Another will be a new 
version of the Pilot, licensed 
to Symbol Technologies. 

Symbol manufactures 
palm top products for the 
commercial market with 
particular expertise in 
scanning bar codes. It has 
licensed the Pilot's 
hardware and operating 
system software to produce 
a model incorporating 
Symbol's strengths, such as 
its products' durability and 
scanning. 

Tony Wilson. Symbol 
director of marketing and 
communications, says the 
previously distinct lines 
between the commercial and 
consumer hand-held 
computer markets are 
blurring. “More hybrids 
such as the Symbol Pilot 
will happen. Commercial 
users want the flexibility of 
consumer products, and 
consumers want some of the 
more durable features from 
commercial devices." ' 

Other developments 
envisaged for the future ' 
focus on the convergence of 
voice and data. Psion's Mr 
Myers believes the market 
will diverge further with 
these developments. “There 
will be the “smartphone", 
which will be a 
chip-embedded phone with 
organising functions. At the 
other end of the scale, there 
will be a an on-line palm-top 
computer with a GSM 
connection." 

Psion has already licensed 
its opera ting system to 
Philips for the development 
of a smartphone. Other 
equipment manufacturers 
are likely to follow. 

However, he warns that 
the industry must be wary 
of assuming that all the 
convergence developments 
will prove automatically 
popular. 

"Just because something 
is technically possible, does 
not mean there is a market 
out there. At the end of the 
day, people have to buy 
these things." 
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every kind of business can 
benefit from call centres which 
enhance customer-services 


the 

tbe 


C omputer telephony 
Integration, (CTI), 
which uses IT to 
boost the knowledge of the 
phone operator - elevated to 
the title “agent” in the world 
^ high technology call 
centres - has seen exponen- 
tial growth in the last three 
years. 

Companies se lling CTI 
products typically offer soft- 
ware that provides the agent 
with a fuller picture of the 
customer on the other end of 
the line. In effect, CTI cre- 
ates apparent ‘experts’, giv- 
ing the customer fast service 
anda positive view of the 
organisation. 

In the UK alone, there 
were 162,000 agents at 4,000 
call centres handling 25m 
domestic and international 
business calls a week in 1996 
- and the number, is growing 
fast 

The IT industry fras not 
been slow to spot the poten- 




T he international mar- 
ket for computer-tele- 
phony systems .will 
continue to grow strongly, 
developing into a $i2bn 
industry by the year 2000, 
according to researchers at 
Datapro. 

One UK company that has 
joined the goldrusb into that 
market is Arc Solutions. A 
Elm ($l.67m) 18-strong com- 
pany based in Woodford. 
Essex, Arc is typical of the 
smaller operations that 
believe they can bring a spe- 
cial expertise or unique fla- 
vour to the bustling CTI 
market. The company has 
existed for ten years, provid- 
ing banking software and 
database applications in the 
order processing arena. 
These were hardly high pro- 
file activities, but inthe last 
three years it has diverted 
its attention to. CTL This 
timescale mirrors exactly 
the rise of the call centre. 

Jon Knowles, the manag- 
ing director, finds himself in 


tial of this market Vicarp is 
a typical supplier in this sec- 
tot a US-owned $50m busi- 
ness with a track record in 
telecoms, it Was earning 
5500,000 a year from caD cen- 
tre products three years ago, 
but today the figure stands 
at 515m. Vicorp’s Advanced 
Call Centre Suite sells 
(Vaccs) tar *100.000, offering 
software that can be used by 
up to 20 positions 
Charles WhieJdon. manag- 
ing director of Vicorp 
Europe, explains: “Vaccs 
connects the call distribu- 
tion system to il or 12 tradi- 
tional computers and pres- 
ents the information on 
these as a coherent product. 
It’s giving them one window 
on the world ” ' 

In the UK, this ‘window’ is 
used by Lloyds Bank and 
Al l i a n ce & Leicester Bank. 
What these institutions have 
in common is pressure to 
automate their front office 


operations and guide 
customer away from 
counter. 

Different organisations jos- 
tle to provide tbe technology 
that can do this. Vocalls, 
formed in a management 
buy-out from UK systems 
house Logics in 1993, uses 
speech recognition technol- 
ogy to guide callers around a 
voice-prompt system. 

Directory enquiry services 
in Sweden now use the 
Vocahs product, which con- 
sists of a dedicated PC with 
a set of algorithms that 
allow the machine to recog- 
nise speech. For the tele- 
coms company, thfo boosts 
the chance an enquiry 
about a number will lead to 
a call being made. The sys- 
tem can offer to dial the 
number the caller has 
requested. 

Swedish national telecoms 
carrier Telia reports that 
Vocahs is saving it $6m a 
year in terms of costing out 
phone agents’ time. When 
Vocahs sold this facility to 
the Malaysian PTT the com- 
pany engaged in an activity 
it calls “collecting the lan- 


guage". Jonathan Hart, sales 
director of Vocahs, says his 
staff can work with any lan- 
guage once they have bro- 
ken it down into ‘phonemes', 
the most basic parts of 
Speech. For tbe Malaysian 
contract, people phoned In 
until Vocahs' scientists bad 
their catalogue of pbnwomog 
identified and recorded. 

In both Malaysia and a 
similar contract in the Phi- 
lippines, Vocahs worked in 
partnership with Ericsson, 
the Swedish telecoms giant 
Ericsson sets great store by 
what it terms ‘intelligent 
call centres’. It is braiding on 
its acknowledged strength in 
providing telecoms switches. 


A: 


a users embrace tbe 
CTI world, they want 
.more than a huge 
device far routing telephone 
traffic. Therefore, Ericsson Is 
entering into deals with 
companies such as Vocalls to 
add intelligence and value to 
its switches. 

Vo calls turned over vs™ 
last year, but aims to triple 
this in 1998. Expansion on 
this scale only encourages 


other participants. Sema, the 
large Anglo-French systems 
company, bought the French 
call centre consultancy, 
Devotech. in 1996. 

In Seattle, Onyx, a three- 
year-old software house 
launched by former Micro- 
soft executives, has built up 
a 230-strong customer-base 
selling software that pulls 
together computer data 
about customers and pres- 
ents tbe call centre agent 
with a coherent history of 
the customer-relafionship. 

Roger Forder recently 
Joined Onyx as European 
general manager after 23 
years with IBM. He identifies 
cross-selling as an area 
where Onyx’s customers are 
aggressively exploiting call 
centre technology. With sup- 
porting software such as the 
Onyx database manager, a 
can centre agent can spot a 
product that’s right for that 
one particular caller. 

Royal Blue Technologies, a 
UK company that originally 
focused on selling telecom 
products to the large tele- 
communications operators. 
haa seen substantial returns 



An operator uatog TefaWara’s ‘managed service 1 for large CTI Jnstatations 


on its foray Into CTL Sales 
of Rostrvm, a program that 
sits between agents and the 
organisation’s computers, 
have leapt to £2m in the 
three years the software has 
been available. 

It seems that any booming 
service business will benefit 
the call centres sector. 
National Trans communica- 
tions is a £12 m operation 
that provides Internet ser- 


Innovators j oin the gold rush 

Smaller suppliers with software expertise find a rewarding niche in the call centre market 


a marketplace that is attract- 
ing huge interest - “there's 
a lot of hype about CTL 
We’ve matched our research 
and development effort with 
market research into the 
end-user’s opinions, ” he 


Arc’s own research con- 
firms the opinion of other 
companies that are ‘testing 
the water 1 in CTL “The end- 
user is interested, but their 
expe rience is that the basic 
cost is still very high and it's 
difficult to justify.” 

For Arc, the arrival of soft- 
ware standards from Micro- 
soft (with the Telephone 
Applications Programming 
Interface, or Tapi), and Nov- 
ell (with the rival Telephony 
Services Application Inter- 
face, or Tsapi) means the 
market is opening up for 


«mai7 companies that want 
to write smart pieces of soft- 
ware for CTI but worry 
about the fixture of a product 
that may not match future 
standards. 

Mr Knowles is not alarmed 
about the rise of two rival 
standards. The Microsoft 
standard is seen as a strong 
prospect by Arc, which is 
aiming its future product 
range at computer servers 
running tbe Microsoft NT 
operating system. But any 
customers that demand a 
Novell interface will be 
catered for without any big 
difficulties. 

Mr Knowles sees a future 
for CTI programmes that 
bypass t he traditional tele- 
coms switch, a large and 
often costly dedicated com- 
puter, and reside on small 


but powerful computer serv- 
ers. He believes that while 
switches represent a wide 
and somewhat confusing 
option far the growing num- 
ber of organisations that 
want to exploit CTI , servers 
with phone-enabled cards 
will become an appealing 
common standard. 

A rc is therefore intent 
on turning out desk- 
top products for the 
CTI world. One of its prod- 
ucts has the en g a g in g title, 
’Screenpops’. This refers to 
the facility of flashing up 
details on-screen about a cal- 
ler as soon as he or she rings 
in, using the telephone num- 
ber to locate the right mate- 
rial in a computer database 
and popping it up on screen 
in front of the ‘agent’ or 


phone operator. 

Where Arc hopes to win 
over new entrants to CTI is 
in price. Arc Desktop, a soft- 
ware program incorporating 
features such as screenpops, 
will sell for £200. Mr 
Knowles claims that only 
smaller organisations such 
as Arc can move swiftly and 
offer cheaper solutions. 
“Software houses like us can 
radically change the call 
centre market,” he believes. 

Unfortunately for Arc, the 
revenue potential in CTI has 
not gone unnoticed by soft- 
ware giants such as Oracle. 

How will the tiny compa- 
nies avoid being crushed 
undo 1 the weight of rivals 
with enormous R&D and 
marketing budgets? 

“It will be difficult, but 
one of our advantages will 


expensive’, confirming the 
impression that IT compa- 
nies are racing into CTI 
drawn by the prospect of 
immediate profits. “With 
Onyx we have a product that 
is robust and stable - and 
that’s what customers want. 
To succeed in this market, 
you have to offer consis- 
tency.” 

D Pictured above: TbleWare 
of the UK has launched a 
‘managed service’ for large 
CTI Installations. This ser- 
vice is part of tbe company’s 
'Intelligent Office' portfolio, 
covering personal number- 
ing, intelligent call distribu- 
tion, voice mail, personal fax 
and unified messaging. More 
details are available on tel 
+44 (0) 1908 324 715. 


be that while we offer CTT 
products for the desktop, 
that market will last around 
two years before the prod- 
ucts are incorporated within 
call centres as standard fea- 
tures. Then the companies 
that are active now will be 
active in other applications." 

Arc is betting it can move 
inside the call centres of the 
future with today's software. 
With Mr Knowles predicting 
that the current cost of set- 
ting up a call centre is likely 
to plunge from £5,000, the 
number of companies likely 
to put CTI projects on their 
IT budget will rise sharply. 
Unless dramatic technical 
changes outflank Arc, it - 
and companies like it - 
could find themselves In a 
new and gyntrpg subset of 
the IT world. 


vices on a wholesale basis. 

Customers of the Virgin 
Internet product, or Which 
Online, are using NTL with- 
out knowing it Calls to the 
support line are answered by 
an agent who knows from 
the caller's own number 
which service he is on. 

Onyx software features 
here, backing up ‘frequently 
asked questions’, known as 
FAQs in the jargon of the 
call centre world. Based in 
Newport, South Wales, the 
centre bandies 5,000 to 7,000 
calls every ZA hours. 

Sanjoy Bose, IT director of 
NTL Internet says he evalu- 
ated a number of CTI prod- 
ucts before choosing Onyx. 

Mr Bose reports that alterna- 
tives tended to be Very very 

Cali centres could become 
.‘costly millstones’ 

- /Banks upd buikMngsocieSos risk aSowing caB centres to 
■b eco m e “coday m Bato nee,* repBcatingthe problei ra ’ttiey 

■ -he w enoo i sit i are d wfth.branch netwo rk s, eooortkngto 
. .. Cap Gemini the European co m p uter aervtoe s and ' 
business consulting company. 

■ ; Sue Roberts; senior manager at Cap Gemini, b efi e vos 
many flaencW institutions are storing up trouble tor the 
future “by rushing to invest in cal centre I nfrastructure 
without considering the evolution of their distribution 
strategy". 

Asa result, they face the prospect of being lumbered 
whh a deadweight of inappropriate systems within as Mie 
. as two years. MeanwMe, new technologlas, such as 
cSgRaTIV and instore kiosks, are emerging. 

Many companies ere setting up cat centres "in 

- isolation", with dedicated admmstratfim systems and 
custo m er records, instead of makin g them an Integral 
part of the company’s overall Infras t ru cture, she says. 


By 1 Geoffrey Wheelwright 


Slim-line machines offer 

options to users 



New types of . 
desktop terminals 
are available for 
office computer 
networks 

T he market fin: desktop 
computers has 
changed dramatically 
in the past four years. The 
idea of having any business 
personal computers that do 
not connect either to a cor- 
porate network, or at least 
the Internet, has largely 
gone out the window. 

The opportunity to tap 
into the vast information 
resources on a typical corpo- 
rate network - or the huge 
mine of data on the Internet 
- is so compelling that it 
seems few companies are 
planning to install any new 
PCs that are not connected 
to a network- The real ques- 
tion is how they are con- 
nected - and whether they 
need to be PCs. 

Several new .categories of 
desktop computer have 
emerged in the past two 
years to challenge the net- 
worked PC as a conduit for 
corporate network data 
access. The first of these is 
the Network Computer (SC), 
championed by Grade Cor- 
poration, Sun Microsystems 
and International Business 
Machines (DBM). 

The idea behind the NC is 
to use internet-based soft- 
ware and networking stan- 
dards, such as Sun Microsy^ 

tern's Java environment and 

the TCP/IP networking 

tocol, to allow a new type of 

desktop computer device to 
he used an standard office 

networks. • 

This new breed of machine 
is different in that it rehes 
largely on the network for 
access to applications, holds 
little or no data lixj 1 ® 
the desktop astern Itself 
and does not have to use an 


or Windows 95 
terns. The only 
ait for the sys- 
t be capable of 
s Java environ- 
r -natively" or 
use of a Java- 
eb browser, 
ction of this 

supposed to be 
naake desktop 
iwinipr to use. 


easier to maintain and less 
costly to purchase. 

The tradeoff is that exist- 
ing desktop software applica- 
tions, such as Microsoft's 
popular Office suite, do not 
run on a Network Computer. 

One of the most successful 
efforts in selling corporate 
customers on tbe idea of 
using Network Computers 
appears to have come from 
IBM. This is not surprising 
given that tbe NC idea harks 
back to the original philoso- 
phy of the mainframe com- 
puter - with virtually no 
computer processing done 
locally on the “dumb termi- 
nals” of the day and all tbe 
work being done at the 
“bade end". 

In January, IBM 
announced a contract "worth 
around £4m to supply the 
insurer. General Accident, 
with 4,000 Network Stations 
- which it says will be rolled 
out with a view to replacing 
local area network-based 
PCs. 

M eanwhile, IBM says 
that another cus- 
tomer, Steelcase 
Strafor, installed Network 
Stations last year and that 
they expect the system to 
save tbe company £«Q per 
seat per year over the cost of 
their existing PC environ- 
ment - as well as cutting 

their maintenance bill by 

£40,000. 

IBM farther boasts that 
tens of thoasands of units of 
the company's latest NC sys- 
tem, the IBM Network Sta- 
tion 10005 have been ordered 
since IBM began shipping 
them last December. 

The company adds, how- 
ever, that it is also encourag- 
ing customers to move 
slowly - to do pilot projects 
A ^ - because they can then 
see for themselves how they 
would like to roll out Net- 
work Stations. 

This is apparently wbai is 
happening at IBM internally, 
where the company says it 
will have about 10.000 
installed by early 
company has also g™*** 
IBM Network Station 1000 a 
boost by announcing that tt 
would soon 5tart stu PP^f 
this system with Lotus 

Development's eSuite Work- 
place set of Java-based appli 
cations “bundled" into the 
price. 


Lotos, an IBM subsidiary, 
announced in January that 
eSuite Workplace had 
entered manufacturing and 
would shortly begin shipping 
on the IBM Network Station 
Series 1000. 

Lotus’ eSuite Workplace 
offers electronic man, Web 
browsing, word-processing, 
spreadsheet, calendar, 
address book and presenta- 
tion graphics functions - all 
of which are written in the 
Java language. Lotus says 
these “applets" are small, 
fast, and modular and can he 
loaded quickly “on demand” 
from a server. 

The NC, of course, is not 
the only alternative to the 
networked PC on offer. It is 
merely tbe one that offers 
tbe greatest contrast with 
the status quo. A less radical 
option, which is similar to 
the NC in concept, is under 
development by Microsoft 

Known as Windows Termi- 
nal, it will allow any devices 
♦ bat can run Windows Ter- 
minal software to be able to 
gain full access to all the 
Microsoft Windows 95 and 
Windows NT applications on 
a corporate network without 
having to have tbe resources 
“locally” needed to run those 
applications. 

TTgfog a low-cost Windows 
Terminal, users would be 
able to run their Windows 
applications from a file 
server equipped with spe- 
cially designed server soft- 
ware (called Terminal Server 
and formerly code-named 
Hydra). This software is now 
in early testing among some 
Microsoft customers. 

The Windows Terminal 
device on a user's desk 
would not need the memory 
or hard disk space to run a 
Windows 95 or Windows NT 
application, and would really 
only need to meet the speci- 
fication for running the Win- 
dows Terminal desktop soft- 
ware. 

Microsoft has suggested 
that this should allow even 
older PCs or specially-de- 
signed Windows Terminal 
devices, such as those 
equipped with basic Intel IO0 
Mh? Pentium processors and 
8 Mb of RAM. to be able to 
run even complex, new Win- 
dows applications. 

The reason for this is that 
none of the processing or 
storage of the data actually 


takes place on the Windows 
Terminal The Windows Ter- 
minal device merely sends 
keystrokes and mouse move- 
ments to the server and then 
receives a video signal (and 
any other associated audio) 
back from the server which 
is reflected on the local 
screen on the Windows Ter- 
minal. 

On a fast-enough network, 
Microsoft suggests that 
users should not be able to 
differentiate running Win- 
dows software from a Win- 
dows Ter minal and r unning 
Windows software on a stan- 
dard desktop PC. 

Windows Terminal is 
based on a technology origi- 
nally developed by Citrix 
Systems - which has since 
worked with Microsoft to 
have it built into the Micro- 
soft offering. In an effort to 
get a jump on the competi- 
tion, however, computer 
maker Data General Corpo- 
ration announced last month 
that It had become the first 
major computer supplier to 
move into this market. 

It is doing so by offering 
what it calls a “highly avail- 
able, single-rackmounted 
enterprise packaged solu- 
tion" - known as TermServ- 
er-in-a-Box - for the Citrix 
WinFrame thin-client/server 
system software on which 
Windows Terminal is based. 

“With TermServer-in-a- 
Box, Data General is 
addressing one of today’s 
most pressing corporate 
computing issues: how to 
run mission-critical Win- 
dows applications effectively 
and economically across an 
increasingly diverse comput- 
ing environment,” claimed 
David Ellenberger, vice pres- 
ident of the Windows NT 
Business Unit for Data Gen- 
eral. 

“This high-availability 
solution will allow compa- 
nies to run their Windows 
applications on the broadest 
possible combination of cli- 
ent devices and connections 
without having to deploy 
and maintain the software 
on each desktop system, 
thus lowering the total cost 
of ownership." 

Data General says Tertn- 
Server-in-a-Box is available 
now and is frilly equipped to 
support both Microsoft Win- 
dows-based Te rminal Server 
and Citrix's Picasso project 


For all you hard 
working city types, 
a three figure bonus 
from iiyama. 



£999 


The new iiyama flat screen LCD 
)4.r TFT Prolite 36. an amazing £999 (plus vat) 



rnrama 


monitoring business 

For the full picture oo He new model from tin UCs number one award waning monitor manufacturer. 

or any Vision Master" monitor, please cafluson 0M38 746482 quoting reference FT-2. wwwJlyamaxo.uk 






FINANCIAL TIMES WEDNESDAY MAR®^ 


See you at Hall 17 Stand No. E-38 , Deutsche Messe AG, Hannover. 
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We connect. 


A world of communication possibilities awaits you. And with NTT, Japan's largest telecommunications carrier, you can connect in 
more ways with people and places around the globe — shaping the ideas that will create your future. It takes a telecom company with 
a truly global perspective to give you such reach. And that is where you'll discover the power of NTT. 


Global System Integration 

To serytoe sophisticated corporate communications networks 
for muttfriatlonal companies In a global fashion. NTT maintains offices 
In key business centres around the world. 


Overseas Carrier Business 

Worldwide center operations providing telecommunications Infrastructure In 
countries throughout Asia, such as ThaBanet the PhBppinos. Indonesia and Sri Lanka 
These Include the Malaysia Multimedia Super Corridor C MSC ) project 
and the Aslan Multimedia Forum (AMF). 


Arcstar 

Global Comm un ic at ions Services 

Under the name of Arcstar. NTT subskBarfes and associates provide 
end-to-end global communications services via high-speed Infocommuntcattons highways 
connecting Europe. theU.S. and 'Asia Pacific. Inducting Jcpan. 


NTT 
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WWW.nttinfo.ntt.CO.jp ODE JANEIRO 
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The route to better 

management 


Workflow facilities are increasingly 
b^ng built in to everyday office 
software products 


T he vogue for. team 
working is driving, 
demand for software 
to control the flow of work 
between team members. 
So-called workflow or work 
management software not 
only does this, but can also 
support global teamwork. 

In the 1980s and early 
1990s, workflow was a sepa- 
rate product used within a 
department. For example, a 
department processing mort- 
gages might scan in a paper 
mortgage application form 
and turn It into a document 
image. Workflow software 
would then ensure that as 
soon as one stage of the 
approval process was com- 
plete, the document would 
automatically be passed on- 
to the next person in the 
approvals chain. 

Today. workflow is 
increasingly being built in to 
everyday office products, 
such as Microsoft Exchange. 
And workflow services are 
being added to enterprise 
software from companies 
such as SAP and Raan. 

It is also possible to use 
workflow over the Internet 
or intranets (corporate net- 
works based on Internet 
technology). -US suppliers 
Netscape and Hewlett-Pack- 
ard have formed a partner- 
ship designed to add work- 
flow features to Netscape's 
internet browser software. 

At the same time; the. 
scope of workflow software 
is broadening, which is why 
Gartner Group, the research 
company, has renamed it 


“work management”. Work- 
flow is no longer just about a 
specific task in a single 
department involving rou- 
tine steps. 

It can be used throughout 
a company, between a com- 
pany and its suppliers, or 
between an organisation and 
its customers — it can even 
be used ‘on the fly’ to man- 
age the demands of a 
short-term project. 

• New uses: 

Regina Casonato, vice 
president and research direc- 
tor at the Gartner Group, 
believes the take up of work 
management software is 
high in financial services 
and government. "In Calif- 
ornia, a government agency 
has implemented a workflow 
process for requesting a 
building permit." says Ms 
Casonato. "When the user at 
home taps into an online 
permit request form on the 
Internet, this automatically 
starts up the process for 
responding to the user's 
request.” 

- Work management is also 
being used in manufactur- 
ing. Ford Motor Company is 
using OpenText’s Livetink as 
the underlying technology 
for its intranet web-based 
information repository. Ini- 
tially used for corporate and 
ISO 9000 (quality standard) 
documents, it is now avail- 
able to 135,000 users to 
encourage knowledge-shar- 
ing across the company and 
improve the global engineer- 
ing of products. 

Manufacturer T.mpar- pias- 



Managing 

information 

Focus on work flow 
systems, team working; 
onfine mformatton and 
document management 


tics, part of UK packaging 
company Linpac, expects to 
cut paper processing costs 
and improve efficiency by 
integrating Lava document 
management, imaging and 
workflow software with its 
JD Edwards system and a 
bespoke application for pur- 
chasing and capital expendi- 
ture authorisation. 

Ms Casonato says there 
are three kinds of work man- 
agement: workflow for the 
masses; application specific 
vertical oriented solutions; 
and the business utility 
model. 

She says workflow for the 
masses consists of work- 
group systems and intranets, 
which contain basic routing 
and tracking features. Ms 
Casonato believes "the 
majority of workgroup users 
have been focusing on solv- 


ing the electronic mail prob- 
lem. now they will seek to do 
more. By the year 2000, 15 to 
20 per cent of workgroup and 
Internet applications will 
have some form of workflow 
built in." 

Application-specific .work 
management software will 
be designed to meet the 
needs of a specific applica- 
tion, such as gaining 
approval for a new drug. 
Workflow will be offered as 
an embedded service. 

The least mature workflow 
category, according to Ms 
Casonato, is the business 
utility or enterprise- wide 
model. “Few vendors are tar- 
geting this market," says Ms 
Casonato, "but it will be fun- 
damental to the t akp up of 
workflow." 

There are also problems 
for companies which have 
implemented a number of 
workflow applications in dif- 
ferent departments because 
no clear standards exist for 
linking them together. 

The good news is that 
workflow is getting cheaper. 
Ms Casonato says work man- 
agement software can cost 
anything hum zero for work- 
flow built in to another prod- 
uct to $50 or less for inter- 
net workflow. For example, 
if you buy Lotus Notes or 
Microsoft Exchange you 
don't pay extra for workflow. 

But prices can vary from a 
few hundred dollars up to 
$1,500. If users buy Novell's 
Groupwise 5.2 they acquire 
basic workflow but they can 
obtain more advanced fea- 
tures if they pay more. 

For projects at the high 
end of the scale, companies 
will also have to spend extra 
money on consultancy, plan- 


Stayfrig in touch m the Australian outback: using the flbMrtf system, inter na tio nal trawaflent can make or recotva caUs or faxes at a 
unique telephone number through their sateSte-toued mobBe handsets anywhere in the world where the Qlobatetar service is authorised 


ning and installation. 

• Impact on suppliers: 

But Ms Casonato adds the 
availability of simple work- 
flow built in to other prod- 
ucts is putting pressure on 
traditional workflow suppli- 
ers like Eas tmann Software, 
which acquired Wang’s soft- 
ware business. 

She expects long-estab- 
lished workflow suppliers to 
move into the application- 
specific vertical market area. 
For example, Ms Casonato 
says Mosaic (formerly Views- 
tar) sells a customer-infor- 
mation system that uses its 
workflow services. 

Some new companies are 
also focusing on this area. 
InConcert, a new company 
created by Xerox is design- 
ing document management/ 
workflow systems for spe- 
cific industries such as tele- 
coms. 


In the long term, vendors 
such as AI Corporation and 
Mosaic will sell ‘ready-to- 
wear’ workflow applications 
that work on tap of other 
people’s technology, says Ms 
Casonato. This makes sense 
because their value lies not 
in the technology but in the 
industry knowledge that lies 
behind them. 

F ilenet, an old hand at 
workflow and imaging 
systems, continues to 
take a comprehensive 
approach to document man- 
agement, with the launch of 
a new product, Panagon, 
that can weak in Windows 
and Internet and intranet 
environments. 

For emerging companies 
there are opportunities to 
find new niches. Forte Soft- 
ware has developed Conduc- 
tor, a workflow system, to 
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Storing the information flow 


Handling the rising 
flood of electronic 
data calls for good 
management — ~ 

A s online communications 
rapidly increase, the need 
for document management 
systems might seem to be 
Increasingly irrelevant But skilled . 
management of the new types of 
electronic information is as 
necessary as it was when paper 

ruled the office, and will bring a 
big boost to the document 
management (DM) indratxy. 

A DM system handles documents 
by making their location and . 
format “invisible" to users: it 
provides secure storage and allows 
users to find, retrieve, view, 
update, add. or delete documents. It 
has also traditionally been used to 
handle electronic images of paper 
documents, to prepare complex 
doc ument s, such as tenders and to 
provide electronic libraries with 
essential documents, such as 
medical research fi n di ngs, 
engineering drawings and so on. 

“Document management Is a 
process, not a technology," says 
Rory Staunton, author of Electronic 
Document Afanaffemen t Eu rope, 
(http: ! !timncjstrategy-partners.comA 
“It is just as relevant to manage 
the content of your web page as it 
tea written document. The illusion 
that all you need to manage 
documents is to remove all paper 
from your office is rapidly being 
superseded by the fallacy that all 
the information you need to run 


your business will one day be on 
the Internet’" 

Many companies have large 
. numbers of customss wbp, in 
turn, are members of theyabficor 
small companies - two groups that 
are slow to adopt electronic 
communication of tradings 
Organisations have to deal with 
customers by whatever medium 
the customer chooses. "You can’t 
impose your technology 
constraints upon your suppliers 
and customers,” says Mr Staunton. 
"Businesses have to exist in the 
real world of customss and clients 
who are still using paper. Even if 
an organisation’s business • 
processes were folly electronic, its 
supply chain probably is not.” 

As more information comes into 
the company electronically or is 
created by the business, there is a 
need to manage new forms of 
unstructured information. In the 
modem organisation, a document 
is no longer a piece of paper, but 
includes images, faxes, word 
processor, spreadsheet and 
presentation files, computer 
generated reports, electronic mail, 
video, notes, recorded customer 
telephone calls and more. 

“Information is the most 
valuable asset of any organisation 
and published documents are 
undergoing a paradigm shift," says 
Chris McKee, rice-president of 
Europe, Middle East and Africa at 
document company Interleaf. 
“They are no longer simply 
published using paper as the 
medium, but use compact disk, 
online databases or the world wide 


web. Each medium offers a new 
opportunity for making 
information available.” 

“The ability to handle a wide 
range of data types -is especially 
important in the traditional “paper 
factory" industries, such as 



Rory Staunton of Strategy Partners: 
•Customer-service comes first' 

insurance, financial sendees, 
building societies, utilities and 
telecommunications." says Richard 
Newton, European director of 
marketing at FileNet, a document 
management systems vendor. 
“They all have a high reliance on 
customer service and need to be 
able to bring together all the 
various electronic document types 
Into a single customer folder." 

Far from being rendered obsolete 
by the arrival of the Internet, Mr 


Staunton's research shows that 
corporate intranets are a 
significant application for 
document management, 
accounting for much of the 34 per 
cent growth in the usage in 
Europe. “People don’t realise that 
when they create web sites they 
are really creating document 
management systems," says Ashim 
Pal, senior researcher at 
independent analyst the Meta 
Group. “Web content typically has 
to go through a review phase, 
involving work Dow. and version 
control for copy that changes over 
time, such as product collateral. 
You need to control access and 
restrict who can edit a document 
and you also need to archive and 
destroy content that has a finite 
life." 

“If you think of a document as a 
container of knowledge, whatever 
form it takes becomes valuable.” 
says Larry Warnock, rice president 
of corporate marketing at 
Documentum. a leading document 
management system vendor. “At 
the moment, the best container is 
the web page on an intranet site. 
There is a tremendous amount of 
information that is very valuable, 
both Inside companies and outside. 
Document management brings 
control of the connection between 
web site content and the business 
processes that generated the 
information.” 

Better management of 
unstructured data allows 
organisations to increase system 
throughput, bring new products to 
market faster, improve customer 


service, introduce just-in-time 
document management, comply 
with regulations and re-design 
business processes. The breadth of 
unstructured data types is set to 
increase as new forms are 
invented. 

Separate solutions for imaging, 
optical storage, work flow and 
document management are 
converging into single integrated 
products. This means the software 
is becoming cheaper and more 
generic, causing amalgamation in 
the currently fragmented market 
Lower cost commoditisation and 
integration will hasten widespread 
adoption of document 
management The development of 
corporate intranets wifi, bring a 
new impetus to the industry. 

However, the industry has 
moved on from being a solution to 
paper mountains to providing the 
foundation for a new “knowledge 
management” industry. “You need 
a document store to hold 
knowledge, search engines to find 
it, collaborative tools to help create 
and share the knowledge and 
document middleware to control 
who has access to knowledge and 
what they can do with it," points 
out Mr Pal- 

How ever, that is the way forward 
in the future. For the present, Mr 
Staunton sums it up: “European 
organisations are more advanced 
than in the US. They are aiming at 
customer service, whilst the US is 
still aiming at cost-reduction. 
Document management is about 
dealing with customers, not getting 
rid of Sling cabinets." 
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FINANCIAL CASE STUDY: Document management • By Rod Newing 

Customer services enhanced 


Electronic 
information cuts 
out the need for 
millions of sheets 
of paper 

A bbey National, the UK 
bank, was sending out 
around 2m sheets of 
paper a month to 1,000 differ- 
ent locations, including 700 
retail outlets, administration 
sites and support services. 
This exercise was costing 
around £250,000 a year in 
printing costs alone, because 
all departments need to be 
regularly informed of proce- 
dural changes and new prod- 
uct introductions. 

"Version management is 
absolutely critical - because 
if staff use the wrong docu- 
mentation they could put 
the company in breach of 
the law," says Peter Green- 
field. business communica- 
tions manager at the finan- 
cial services group. 

The solution was to 
replace the paper policies 
and procedure manuals with 
electronic copies. The com- 
pany was using Interleaf 
document management soft- 


ware to produce the paper 
documents, so it decided on 
a ‘corporate look’ for an 
online manual and produced 
an Interleaf template. This 
was used to convert the 
entire library of 50 manuals, 
with more than 40,000 pages, 
to an online format in less 
than six months. 

“Eighty per cent of the 
pages converted well and 20 
per cent needed to be 
cleaned up," says Mr Green- 
field. The bulk of the work 
involved providing an elec- 
tronic distribution service to 
branches and, because of the 
amount of data involved, the 
company chose a satellite 
network. They send 15-20 
megabytes to each branch, 
each night, but it can be as 
much as 150 megabytes. 

A satellite receiving-dish 
was installed on the roof at 
each branch and location, 
plus an additional hard drive 
on the server to store data. 
Users can now view informa- 
tion from their own PC. 
using Worldview, an Inter- 
leaf browser equivalent, 
with a full text -search 
engine. “Searching is impor- 
tant because if you are help- 
ing a customer with a prob- 


lem, you need to go straight 
to the answer, ” says Mr 
Greenfield. 

At the start of the day, 
branch staff check on 
updates. If they have a prob- 
lem with procedures they 
can go into the system and 
find the answer. Competitor 
product information is also 
available. 

“We’ve earned a 260 per 
cent return on an invest- 
ment of £3.5m." says Mr 
Greenfield- 'The most impor- 
tant improvement is in cus- 
tomer service, because we 
can find the most up-to-date 
information very quickly 
and give it to our clients. 
Staff no longer have to leave 
callers and go to a back 
office to answer a query." 

The company believes that 
the system saves five hours 
a week at each branch, sim- 
ply by eliminating the need 
to update manuals and by 
providing information more 
quickly. “There has been a 
good response from branches 
because it’s so much easier 
than having to wade 
through paper all day," says 
Mr Greenfield. 

Electronic information is 
far cheaper to distribute by 


satellite. Speed Is also impor- 
tant and a manual can now 
be updated within four 
hours, a task that used to 
take three to five days. 

Abbey National plans to 
increase the information on 
the system to enhance the 
benefits even further, they 
will widen the competitor 
information and swiftly add 
corporate information for 
staff at its brandies. 

There are also plans to 
make the system more ’Intel- 
ligent’ by connecting it to 
applications, such as elec- 
tronic forms. The company 
did not use intranet technol- 
ogy because It wanted a 
"push" system that was 
secure and their networks 
would not have been fast 
enough. “This system was 
an economical way to gain 
all the benefits quickly," 
says Mr Greenfield, “but 
Interleaf has a migration 
path to an intranet, so we 
are 'future-proof." 

Abbey National is pleased 
to have achieved the benefits 
identified at the start of the 
project - “but at the end of 
the day. it's all about 
increasing customer ser- 
vice," says Mr Greenfield. 


help groups of developers 
produce software. Conductor 
works with a variety of 
development tools. 

The work management 
market is set for growth, 
according to the Gartner 
Group. Suppliers include 
PCDOCs, Documentum, File- 
Net, OpenText and Staflware 
as well as many companies 
also involved in office soft- 
ware such as Microsoft, 
Lotus, Sun, Oracle IBM, 1CL 
and Netscape. 

Rory Staunton (pictured in 
the report below on document 
management), the managin g 
partner at Reseachers Strat- 
egy Partners, estimates that 
the market for dedicated 
workflow software in Europe 
was worth £19Im in 1997 and 
will grow by 32 per cent this 
year. 

• Obstacles to take up: 

But there are still a num- 
ber of obstacles to the take 
up of workflow. 

First, there are relatively 
few standards in place. Ms 
Casonato says one client 
could have up to five differ- 
ent workflow systems in use 
in different departments and 
would be likely to want to 
link them all or find a single 
vendor that nap meet all the 
requirements. 

The Workflow Manage- 
ment Coalition, to which 200 


suppliers and a number of 
users belong, should help to 
solve this problem. It has, 
for example, defined Inter 
face 4.0, a standard based on 
the SMTP Internet protocol 

Second, it is not always 
easy to integrate workflow 
systems with existing com- 
pany systems without under- 
taking extra work. Toronto- 
based Lava Systems says it 
is one of the few companies 
to offer off-the-shelf software 
for linking to enterprise 
systems. 

“Information Winnagomon t 

systems will provide the best 
strategic advantage where 
they are integrated with 
enterprise systems (such as 
SAP and JD Edwards)," com- 
ments Peter Hamilton, presi- 
dent and chief executive offi- 
cer of Lava Systems. “Yet 
this is an area where Infor- 
mation management tends 
to be the weakest in prod- 
ucts available on the mar- 
ket" 

In the long run. “the fact 
that work management is 
being integrated with other 
products will make it far 
more pervasive." says Ms 
Casonato. “But it won't be 
the same product that it was 
in the 1980s and early 1990s. 
and there will be a great 
variety in the level of work- 
flow offered." 
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Behind Lucent Technologies is R&D engine Bell Labs. 
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